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Executive Summary

Welfarerolls nationwide have fallen by more than 50 percent since welfare reform was enacted in
1996. The goal of reform was not simply to reduce the number of welfare cases, but to move families on
welfare — the vast majority of which are headed by single women— from dependency to independence
through work. Despite this success, there are two lingering questions: Have the easiest-to-employ women
left welfare, leaving the “hardest” cases behind? And are the families who have left welfare better off?

Research conducted since 1996 has provided some surprising answers:

¢ Bothnational surveys and state data show that the women most at risk for long-term welfare
receipt have left the welfare rolls at rates as fast as or faster than women who are much less at

risk.

¢ Inthestates studied in depth, most of those leaving the welfare rolls have found employment,
have increased their incomes relative to those who remain on welfare, and are gradually moving

up the income ladder; a majority of those who have left feel they are better off.

Itis well established that the single mothers most atrisk for lengthy welfare receipt and long-term
welfare dependency are those who have never married, are poorly educated, are young (18 to 29 years
old), have young children (under age 7) and are black or Hispanic. Yetthese are the ones who have been

leaving the welfare rolls at the fastest rates. For example:

e Former Congressional Budget Office Director June E. O’Neill and M. Anne Hill, her colleague,
found that during the 1990s, and particularly since 1996, welfare participation declined the most
for the youngest mothers, for mothers with children under age 7, for those who had not com-

pleted high school, for black and Hispanic women and for never-married mothers.

e The Urban Institute found that welfare enrollment for both blacks and Hispanics fell proportion-

ately more than for whites, and the decline was steepest for blacks.

e The Urban Institute data also showed that those who remain on welfare are not suffering the
greatest hardships; for example, they do not have greater health problems than do those who
have lefttherolls.

e AlJoyce Foundation study found that some who have left welfare continue to face such financial
hardships as having a utility cut off or occasionally being late with arent check; however, the

study found that moving from welfare to work does not necessarily increase such hardships.

What proportion of long-term welfare recipients can be moved from welfare to work? We do not
know, but in Wisconsin— which reduced its welfare rolls by more than 70 percent— only 2 percent of
women who had been on the welfare rolls in 1990 were either still receiving welfare or had returned to the

rolls after some work experience by 1998.
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During the booming economy of'the late 1990s, welfare reform critics claimed that the good

economy was primarily responsible for the fall in welfare rolls. They predicted thatifthe good times ended,

welfare rolls would rise. Butanational analysis of welfare leavers by O’Neill and Hill found that:

The Temporary Assistance for Needy Families (TANF) program created in 1996 has ac-
counted for more than half of the decline in welfare participation since then and for more than

60 percent of the rise in employment among single mothers.

By contrast, the contribution of the booming economy of the late 1990s to these declines was

relatively minor, accounting for less than 20 percent of either change.

The most significant factor in caseload reduction is the policies established by the states — specifi-

cally, whether or not the state has an effective sanctions policy. Effective sanctions withhold benefits from

welfare recipients who refuse to work or to comply with other program requirements. The states that have

been less successful have had ineffective sanctions, high benefit levels and other counterproductive policies.

Two ofthese states, New Y ork and California, account for nearly a third of the remaining welfare caseload.

InNew York State, if welfare recipients refuse to comply with work requirements, their
benefits are reduced by a small amount (from $588 per month to $475 for a family of three),

but they continue to receive food stamps, public housing and other benefits.
Asaresult, recent figures show that only 54 percent of adults perform assigned work.

California offers high benefits and ineffective sanctions, using discretionary state funds and

allowing working families to continue receiving benefits.

Without any changes in federal law, the states that have failed to reduce their welfare rolls by as

much as the average could adopt more effective policies. The impact would be significant:

Ifthe 23 less-than-average states had done as well as the average state, more than 800,000

additional people would have left welfare.

Instead of a 59 percent reduction in welfare rolls, the United States would have 66 percent
fewer welfare recipients. There is no evidence that welfare caseloads increasingly comprise the
hardest cases. Rather, it is evident that the most disadvantaged women have left the welfare

rolls atrates comparable to, and in some states faster than, less disadvantaged women.

The welfarerolls could be reduced further if more states would adopt effective sanctions — swiftly

withdrawing all cash benefits when recipients refuse to work. Requiring more welfare recipients to work, as

President Bush and the House of Representatives have proposed, also would encourage more single moth-

ers to make the transition to work. Conversely, loosening time limits and work requirements, as the Senate

Finance Committee has proposed, would encourage women to continue collecting welfare. The end result

would be more families dependent on welfare for years to come.
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“Welfare reform has reduced
the caseload by more than 50
percent.”

“Have the hardest to employ
been left behind?”’

Introduction

Welfarerolls nationwide have fallen by more than 50 percent since the
enactment of federal reforms in the 1996 Personal Responsibility and Work
Opportunities Reconciliation Act(PRWORA). The law seta five-year lifetime
limit for future receipt of federally funded welfare and required work by an
increasing proportion of able-bodied adult welfare recipients. Italso ended the
federal welfare entitlement, replacing Aid to Families with Dependent Children
(AFDC)with Temporary Assistance for Needy Families (TANF). The act
gave states flexibility inreaching the goal of putting 50 percent of able-bodied
adult welfare recipients to work or removing them from the rolls. The result
was 50 state experiments inreform. Some of these have been very successful
inreducing welfare rolls, while others have had little impact.!

Congress is now debating reauthorization of the law. Since less than
halfofthe caseload of able-bodied adults on welfare has been required to
work, and welfare rolls have fallen little in some states, opportunities for sub-
stantial further reduction in welfare caseloads abound. Thus the Bush adminis-
tration proposed, and the U.S. House of Representatives in May passed, a
reauthorization bill requiring states to put more of those on welfare to work or
remove them from the rolls.?

However, the goal of welfare reform was not simply to reduce the
number of welfare cases. It was to move families on welfare — the vast major-
ity of which are headed by single women — from dependency to independence
through work. The two principal questions about the success of welfare reform
are: Have the easiest-to-employ women left welfare, leaving the “hardest” cases
behind? And are the families that have left welfare better oftf?

Before 1996, there was little interest in answering these questions.?
However, inrecent years, separate U.S. Census Bureau and nongovernmental
surveys have provided data on the employment and income of those who have
left welfare. Inaddition, academic researchers have examined the experience
of welfare “leavers” in specific states. Althoughresearch continues, the evi-
dence already gathered and analyzed leads to some surprising conclusions.

Who Has Been Left Behind?

Animportantissue in the welfare reform debate is whether or not the
easiest-to-employ women have left welfare, leaving behind those with lesser
educations, fewer skills or other problems. Some have claimed to know intu-
itively that the remaining caseload included those who are hardest to employ.*
However, both national surveys and state data show that the women most at
risk for long-term welfare receipt have left the welfare rolls at rates as fast as or
faster than women who are much less at risk.



“The decline in welfare
participation has been
greatest for the most disad-
vantaged single mothers.”
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Thus the substantially higher spending in the welfare reauthorization bill
passed by the Senate Finance Committee’ for transitional work, job training,
day care, family support, education and housing to help those on welfare
achieve independence is hard to justify. The Senate bill would in effect repeal
the reforms.® Under the current law, states may exemptup to 20 percent of
their caseloads from the five-year federal time limit. The Senate bill would
further weaken this lifetime limit by allowing the states to give welfare recipients
“supplemental housing benefits” indefinitely. It would partially restore the
entitlement to welfare by replacing the level payments to states under the reform
law with increased funding when state caseloads or unemploymentrise. And,
mostdamagingly, it would effectively allow states to exempt 85 percent to 90
percent of adult recipients from work requirements. These measures would
slow the transition of welfare recipients to work by significantly reducing incen-
tivesto leave welfare.

At-risk Single Mothers: The O’Neill-Hill Study. Itis well estab-
lished that the single mothers most atrisk for lengthy welfare receipt and long-
term welfare dependency are those who never married, are poorly educated,
are young (18 to 29 years old), have young children (under age 7) and are black
or Hispanic.”

Former Congressional Budget Office (CBO) Director June E. O’Neill
and acolleague, M. Anne Hill, analyzed welfare use by different demographic
groups over time, using data from the Current Population Survey (CPS) con-
ducted in March of each year by the Census Bureau. They found that during the
1990s, and particularly since 1996, the decline in welfare participation was
largest for groups of single mothers commonly thought to be the most disadvan-
taged. Forinstance, from 1993 to 1999,% the percentage of disadvantaged
single mothers who received welfare any time during the year fell dramatically —
and by more than the fall in welfare receipt by less at-risk single mothers:

e Welfare participation declined for single mothers of all ages, but the
decline was greatest for the youngest mothers, falling by 26 percent-
age points for 18- to 24-year-olds and 16 percentage points for 25-
to 29-year-olds, with most of the change occurring since the 1996
reforms.

e Welfare participation declined for single mothers with children of any
age, but declined the most for mothers with children underage 7,
falling by 22 percentage points.

e Welfare participation declined for single mothers regardless of their
level of education but declined the most for mothers who had not
completed high school, falling by 24 percentage points.

e Welfare participation declined for single mothers of every race and
ethnicity but declined more for black and Hispanic women than for
white women, falling by 24,21 and 16 percentage points, respec-
tively.
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FIGURE 1
Percentage of Low-Income
Families on Welfare, By Race
01996 3%
m 2000
“The portion of low income
families on welfare declined
by more than 40 percent for
all ethnic and racial groups.” 24% 25% DI
22%
g 17% il
14% 14%
10%
All White Hispanic Black
Source: Urban Institute.

e Finally, welfare participation declined for single mothers regardless
oftheir previous marital status, but it declined more for never-
married mothers (27 percentage points) than for previously married
mothers (15 percentage points).

At-risk Minorities: The Urban Institute Study. The Urban
Institute’s 2002 National Survey of America’s Families looked at changes in
welfare receipt by race and ethnicity from another perspective. Welfare enroll-
ment for both blacks and Hispanics fell proportionately more than for whites
over the 1996 to 2000 period, and the decline was steepest among blacks.’
AsFigure Ishows:

e Theproportion of low-income white families who had received
welfare benefits in the last year fell from 17 percentin 1996 to 10

“The steepest decline in percentin 2000.

welfare participation was . . . . o .
am£ ng ;09 w-incl; me black e Theproportion oflow-income Hispanic families fell over the period

families.” from 25 percentto 14 percent— closely tracking the decline for all
low-income families from 24 percent to 14 percent.

e Andthedecline for low-income black families was from 37 percent
in 1996 to 22 percent in 2000.

Thus welfare receipt by low-income families in the major the ethnic
groups fell by more than 40 percent.




“In Texas disadvantaged
single women left the welfare
rolls at rates similar to less
disadvantaged women.”
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Furthermore, the Urban Institute data showed a welfare caseload not
increasingly made up of the women suffering the most hardships. For example,
those who were still on welfare did not appear to have greater health problems
than those who had left the rolls.!°

Other Measures of Disadvantage: Evidence from Texas. Data
from the states show that those who have left the welfare rolls are similar to
those who have remained. For example, a comparison of Texas enrollees who
leftin 1997 and 1998 and those who remained up to 2002 shows that disadvan-
taged single mothers have left the state’s welfarerolls at rates similar to those of
other women who have left the rolls.!!

Hispanic and black women— who made up a larger proportion of the
Texas welfare caseload than whites — left the rolls at higher rates than did white
women, and as aresult the percent of the remaining welfare caseload comprising
minorities is smaller, while the percent of whites is larger.

The proportion of the Texas welfare caseload made up of women with
less than eight years of education fell from 1998 to 2002, as did the proportion
who were high school graduates and above, while the proportion who were high
school dropouts increased only slightly.

Thus the Texas welfare caseload does not show an increasing concen-
tration of women with multiple disadvantages or hardships.

Other Measures of Disadvantage: The Johns Hopkins Study. For
other disadvantages, researchers using different data sets have come to comple-
mentary conclusions. For example, aJohns Hopkins University study of Bos-
ton, Chicago and San Antonio found that women under age 25 left the rolls ata
faster rate than older women over the 1997 to 1999 period. (Younger women
comprised 35 percent of those who left and 30 percent of those who stayed.)!?
The study also found that in terms of education levels, depression and domestic
violence, women who remained on the rolls did not differ greatly from those
who left.

Long-term Welfare Recipients: National Data. Under the old
AFDC program, nearly half of welfare recipients at any point in time had been
ontherolls for five or more years. Yetmost families who received cash welfare
benefits did so for only a few months. About half ofthose who went on welfare
left within a year, 70 percent within two years and almost 90 percent within five
years.!3 However, the longer families remained on the welfare rolls, the more
likely they were to stay there for additional years. Asaresult, long-term wel-
fare recipients accounted for more than halfthe welfare rolls. Since reform,
U.S. Department of Health and Human Services data show how far the propor-
tion of long-term welfare recipients has fallen. [See FigureI1.]
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“Long-term welfare recipients
were more than half the
caseload under the old
program...since reform they
are less than half.”

e Underthe old AFDC system, about 70 percent of recipients at any
pointintime had received AFDC for more than two years;'* by
1999, only 47 percent of welfare recipients nationwide had received
benefits continuously for two or more years. !’

e Underthe old AFDC system, 48 percent of the caseload at any
pointintime had received assistance for more than five years; !¢ by
1997, only 25 percent had received benefits continuously for five
years or more.'’

Under AFDC, about one-third of women who ever used welfare would
spend longer than five years on the rolls over the course of their lifetimes and 60
percent would receive welfare for atleast 24 months. Since the 1996 reforms
setafive-year limit on welfare receipt, such long-term receipt will fall over time.

Long-term Welfare Recipients: Evidence from Baltimore. A
study of Baltimore, Maryland, welfare recipients found that the long-term
welfare dependency of women ages 19 to 24 fell abruptly after welfare reform.
Inthe 1992 to 1996 period, 46 percent of young women were longer-term
recipients, while in the 1996 to 2000 period only 15 percent of them were long-
termers.'® The same study found that the labor market skills or earning poten-
tial of women on welfare have increased since reform, indicating that the
caseload is notincreasingly made up of women with less marketable skills.

FIGURE 11
Time on Welfare
(Percentage of Caseloads)
70% O Pre-Reform Average
m Post-Reform
48%
Two or More Years Five or More Years
Source: Urban Institute.




“Employment of welfare
leavers nationally rose from
75 percent in 1997 to 79
percent in 1999.”
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Long-term Welfare Recipients: Evidence from Wisconsin. What
proportion of long-term welfare recipients can be moved from welfare to work?
We do notknow, butin Wisconsin— whichreduced its welfare rolls by more
than 70 percent— only 2 percent of women who had been on the welfare rolls
in 1990 were either still receiving welfare or had returned to the rolls after some
work experience by 1998.1°

Are Those Who Left Welfare Better Off?

Disadvantaged women and their children may have left the welfare rolls
atrates similar to or even faster than women with fewer disadvantages, butare
the ones who have left welfare better off?

More Employment. In atypical year under the old AFDC program,
between one-halfand two-thirds of those who left welfare found paid employ-
ment.2? Under the new TANF program, the proportion that found employment
hasbeen increasing. Researchers compared adults on welfare in 1997 with
those ontherollsin 1999, using data from the Urban Institute survey. They
found that the share of welfare leaver families with at least one employed parent
increased over that period — from 75 percent in 1997 to 79 percent in 1999.
In former recipient families with spouses or partners, about 90 percent had at
least one adult working.?!

In the states studied in depth, most welfare leavers had found employ-
ment, increased their incomes relative to welfare recipients and were gradually
movingup the income ladder. For example, Floridians who received benefits
from 1996 to 1998 were surveyed in November 1998 and again in March to
May 2000.22 Among the survey findings:

e Theproportion of former welfare recipients who had found a job
after leaving welfare increased from 76 percent in the first survey to
88.8 percent in the second.

e Welfareleavers who currently were employed increased from 56.9
percent to 65 percent, and they were working an average of 35.1
hours per week because most had full-time jobs.

Employment Rates by Race and Ethnicity: State Studies. The
Florida surveys found that a higher proportion of blacks and Hispanics than
whites had found employment:

e White people were less likely than nonwhites?® to have found a job
(85.1 percentcompared to 91.2 percent for minorities) and whites
had been employed less often in the preceding 12 months than
nonwhites (7.4 and 8.2 months, respectively).

e Minorities had higher employment rates although the level of educa-
tion attainment for the minority groups was lower — 33.5 percent of
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“A greater percentage of
black than of white or
Hispanic welfare leavers in
Florida succeeded in finding
jobs.”

FIGURE III
* .
Employment™ of Florida Welfare Leavers
78.2%
65.5% 65.9%
56.3%
Other Hispanic White Black
* Employed any time during two years after exitin 1997.
Source: Florida State University (October 2000).

whites had education beyond high school graduation, compared to
23.1 percentof nonwhites.

Another analysis, based on Florida administrative data for those who
left TANF in the second quarter of 1997, found that 21 months afterward:

e Theaverage quarterly employmentrate of blacks was higher (at
59.7 percent) than that of Hispanics (47.9 percent) or whites (45.9
percent).

e Thepercentage thathad been employed at any time in the preceding
two years was higher for blacks (78.2 percent) and about the same
for Hispanics (65.5 percent) and whites (65.9 percent).?* [See
FigureIIl.]

Other studies sponsored by the U.S. Department of Health and Human
Services found similar results. Ofthese leaver studies, only six reported
employmentrates by racial and ethnic groups. Five of the six studies found that
black leavers had higher employmentrates than white leavers. [See Table1.]*

e Atanytimeinthe year after exit, the black employment rate ex-
ceeded the white rate among welfare leavers by 6 percentage points
in Arizonaand 14 percentage points in Florida.
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e Arizona, Missouriand South Carolinareported similar differences
for employment in the fourth quarter after exit.

e OnlyinIllinois were the employment rates slightly higher for whites
(56 percent) than for blacks (54 percent), and this difference may
have been due to differences in employmentrates between Chicago
and downstate [1linois rather than to race.?

TABLE 1

Employment and Earnings for
Single-Parent Welfare Leavers by Race/Ethnicity

Race/Ethnicity Group

Black White Hispanic Other!
Employment Anytime in Year After Exit (%)
Arizona’ 78 72 77 64
Florida 60 46 48 43
Georgia 80 67 n.a. n.a.
Missouri** 78 71 n.a. n.a.
Employment in Fourth Quarter After Exit (%)
Arizona? 53 49 54 43
[llinois 54 56 54 n.a.
Missouri*? 64 54 n.a. n.a.
South Carolina’ 61 53 n.a. n.a.
Mean Annual Earnings for Workers in Year After Exit (3)
Florida 7,037 6,361 7,732 8,236
Georgia 7,784 6,894 n.a. 8,572
Mean Earnings in Fourth Quarter After Exit ($)
Arizona’ 2,503 2,618 2,487 2,171
Missouri*? 2,900 2,550 n.a. n.a.
South Carolina*® 798 850 n.a. n.a.

I Other includes Asian/Pacific Islander, Native American, and other unless otherwise specified.

2 Other category is Native American. A small percent of caseload (less than 1%) is other race/ethnicity not included in
this table.

3 Figures listed under “black” represent all “non-white” leavers which include a small percent (less than 2 percent) of
Hispanic, Native American, and other race/ethnicities.

4Reported earnings are mean monthly earnings in year after exit.
> Report data for all cases, not just for single-parent cases.

Source: Gregory Acs, Pamela Loprest and Tracy Roberts, Final Synthesis Report of Findings from ASPE’s “Leavers”
Grants, December 2001, Office of the Assistant Secretary for Planning and Evaluation, U.S. Department of
Health and Human Services, Table ITI-11.
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“Five of six state-level studies
found minority leavers had
higher employment rates than
whites.”

Ofthe three studies that reported separate employment results for
Hispanics, two (Arizona and I1linois) found employment rates of Hispanic
leavers were similar to those of black leavers. In Florida, the employment rate
of Hispanic leavers atany point in the year after exit (48 percent) was similar to
that of whites and lower than that of blacks.

More Income. Researchers compared adults who had been on wel-
fare in 1997 with those on the rolls in 1999, using data from the Urban Institute
survey. They found that a year after exit the average household income of
welfare leavers was about 125 percent of the poverty level, and 10 percent of
households were above 250 percent of the poverty level.?” Furthermore, the
monthly average poverty rate of more recent leavers declined significantly, from
48 percentin 1997 to 41 percentin 1999. In Baltimore, researchers found that
poverty rates (not including noncash benefits) were 70 percent for leavers,
compared to 85 percent for “stayers.”?®

Between 1998 and 2000, the proportion of Florida welfare leavers
earning low wages (between $5.15 and $7.99 per hour) declined by 7 percent,
while those earning more than $8 an hour increased by 24.1 percent.? Inlowa,
after two years, more than 60 percent of family heads earned an average wage
of $8.16 per hour— more than enough to lift them above the poverty level.>

Earnings by Race and Ethnicity: State Studies. Ofthe state leaver
studies, only six reported earnings by racial and ethnic groups. The evidence on
earnings was mixed. [See TableI.]3!

e TheFloridaand Georgiastudies both found that mean annual earn-
ings a year after exit were higher for blacks than for whites — about
$700 higher in Florida and $900 higher in Georgia.

e Earnings for Hispanic leavers in Florida were significantly higher than
for blacks or whites, at $7,732 a year.

e Inthe fourth quarter after exit, Missouri found that all nonwhite
leavers (nearly all black) had mean quarterly earnings almost $400
higher than white leavers.

e InArizona, Hispanic leavers had lower earnings in the fourth quarter
after exit($2,487) than black leavers, and white leavers had higher
earnings than blacks.

e South Carolina found that working white leavers had higher mean
monthly earnings than working black leavers.

Less Recidivism. Those who have ever received welfare are at higher
risk for returning to the welfare rolls than nonrecipients. Asnoted previously,
under the old AFDC program, many families left welfare after a few months, but
returned to the rolls.>? Nationally, researchers compared adults on welfare in
1997 with those on therolls in 1999, using data from the Urban Institute survey:



“Fewer welfare leavers have
returned to the rolls in
California since reform.”
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FIGURE 1V
Back on Welfare within 18 Months
(California)
—— 27%
25%
17% |
1988 1993 1998
Source: SPHERE Institute.

e Inboth 1997 and 1999, about one-quarter of adults on welfare were
new to the rolls, about one-fifth had received cash assistance inter-
mittently during the previous two years, and almost half were long-
termrecipients.?

e Bycomparison, underthe old AFDC program, about 45 percent of
welfare leavers returned within a year and 70 percent returned by
the end of five years.

e Statestudies also found that recidivismrates had fallen; for example,
one study found thatin lowa, only one in five families was back on
welfare after two years.3*

In California, researchers found that compared to the old AFDC pro-
gram, fewer returned to the rolls within 18 months of leaving welfare. Among
single parent families, 17 percent of 1998 welfare leavers returned within a year,
compared to 27 percent of 1993 leavers and 25 percent of 1988 leavers.
(Researchers note that economic growth in Californiain 1988 was at least as
strong asin 1998.)3° [See Figure IV.]

Less Poverty. Since the 1996 welfare reforms, the number of Ameri-
cans living in poverty has fallen 21 percent; and the annual incomes of the
poorest women have increased nearly $1,000 — after adjusting for inflation and
notincluding the Earned Income Tax Credit, which was doubled in 1996. The
proportion of their income from personal earnings jumped from 26 percentto 36
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“Nearly two-thirds of Florida
welfare leavers said their
children were better off 18

months later.”

percent, while the proportion of their income from welfare fell from 53 percent
to 37 percent. More importantly, the number of children in poverty declined
from 16 millionin 1993 to 11.5 million in 2000.%¢

Other Evidence. Welfare leavers themselves believe they are better
off. [See Figure V.] Regardless of their employment status —and with no
significant variation by race or ethnicity — 18 months after leaving welfare
nearly 60 percent of of Florida welfare leavers said they were better off.
Asked iftheir children were better off since leaving welfare, almost two-thirds
ofleaver parents said they were; a little more than a quarter said they were
about the same, and only 5.5 percent said they were worse off.?’

Overall, the evidence is that welfare leavers do not face significantly
greater problems than they did while on welfare. A Joyce Foundation study
found that some who have left welfare continue to face such financial hardships
as havinga utility cut off or occasionally being late with arent check. However,
the study found that moving from welfare to work does not necessarily increase
such hardships. Michigan researchers found that those who had left welfare and
wererelying on wages were better off by several criteria than those who were
still on welfare or who had left welfare buthad no jobs.* Floridaresearchers
found that whites were less likely than blacks to have employer-provided health
insurance (31.5 percentto 39.6 percent).*

FIGURE V

Are Their Children Better Off Now?

(18 month follow-up survey of Florida welfare leavers)

»
65.8%
P
28.7%
p»
— —N
Better Same Worse

Source: “Following WAGES Clients Over Time,” Florida State University.




“During the 1990s, the good
economy accounted for less
than 20 percent of the drop
in the welfare rolls.”
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Determinants of State
Welfare Caseload Declines

Aswelfarerolls fell by more than 50 percent during the years following
reform, those who had opposed TANF had difficulty explaining the apparent
success of the program. Inthe past, welfare rolls grew during good economic
times as well as recessions. And new federal initiatives, such asjob training
programs and disregarding wages from work for eligibility purposes actually
increasedthe number of welfare recipients. The answer may be found in the
strategies some states used to reduce their rolls by more than 90 percent, while
other states were reducing theirs by less than 25 percent.

Did the Booming Economy Explain the Drop in Welfare Rolls?
During the boom years ofthe late 1990s, welfare reform critics claimed that the
good economy was primarily responsible for the fall in welfare rolls. They
predicted thatifthe good times ended, welfare rolls would rise as newly unem-
ployed families returned to welfare. Prior to reform, welfare caseloads rose
even during periods of increasing employment, whereas after reform welfare
rolls continued to fall in most states and increases were negligible in others. This
was true even after unemployment rose with the onset of recessionin 2001. In
fact, rigorous statistical analyses confirmed the common wisdom that welfare
rolls in the past had grown during both recessions and booms, and welfare
receipt had little to do with the economy at large.

Economists June O’Neill and Anne Hill, using data from the Census
Bureau’s CPS, found that:4°

e The TANF program created in 1996 has accounted for more than
halfofthe decline in welfare participation since then and for more
than 60 percent of the rise in employment among single mothers. By
contrast, the contribution of the booming economy ofthe late 1990s
to these declines was relatively minor, accounting for less than 20
percent of either change.

¢ Employment gains have also been the largestamong disadvantaged
single mothers, and TANF accounts for much of these gains: 40
percent of the increase in work participation among single mothers
who are high school dropouts, 71 percent of the increase in work
participation among single mothers ages 18 t0 29, and 83 percent of
the increase in work participation among black single mothers.

There is also evidence that those states with relatively lower benefit
levels have had the most success inreducing caseloads. This is notunexpected,
since the point of welfare reform was to change incentives between welfare and
work. Cato Institute researchers found that “those states with the strongest
sanctions and the lowest benefit levels had the most success inreducing their
caseloads.”#!
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“Potential recipients diverted
from welfare are found to be
ineligible, or they qualify for
other programs or opt to
receive a lump-sum cash
payment.”

“Less than half of welfare
recipients have been subject
to enforceable work require-
ments.”

Are Potential Welfare Recipients Being Diverted to Other Pro-
grams? Someallege that caseload reductions have been achieved by diverting
families from applying for welfare. Actually, diversionisan explicitand appro-
priate policy in most states. Many ofthose diverted are ineligible, usually
because at least one parent is working. Some are found to be eligible for more
generous federal programs, such as Supplemental Security Income (SSI), which
provides cash assistance and free medical care to disabled children, regardless
oftheir parents’ work history. Other divertees opttoreceive alump-sum cash
paymentof $1,000 to $2,000 in lieu of monthly cash benefits —an alternative
authorized by the 1996 reform law. Follow-up surveys of those who were
diverted show that most soon found employment.

Are Sanctions Discriminatory? Welfare reform critics have claimed
that minorities are disproportionately sanctioned, or “kicked oft” welfare.
However, there is evidence that many sanctioned families — families that have
lost their benefits due to noncompliance — were actually voluntary welfare
leavers.

Forexample, in Arizona, African-Americans were 13 percent of cases
closed due to sanctions and just 9 percent of cases closed due to earnings.
Hispanics were 39 percent of cases closed due to sanctions and just 9 percent
of cases closed due to earnings. However, a survey of welfare leavers in
Arizona found a much lower percentage reporting that they left welfare due to
sanctions than was indicated by administrative data, supporting the conclusion
that they found work, and having no incentive to do so, did not report their new
status. They just stopped showing up for appointments with caseworkers.*

A survey of families whose benefits had been terminated a second time
found that two to four months later, despite the loss of their welfare checks, half
had experienced an increase in household income averaging $758 amonth —
more than double their income before the sanction. Only one-third reported a
reduction in household income (averaging $384).43

Potential for Additional Caseload Decline

Aspreviously noted, although national welfare rolls have fallen by more
than 50 percent under the federal reforms and some states have reduced their
rolls substantially, other states have reduced their caseloads by less than 25
percent. [See TableII.]

How Much Do Sanctions Matter? The most significant factor in
caseload reductionis the policies established by the states —specifically,
whether or not the state has an effective sanctions policy. Effective sanctions
terminate benefits fornoncompliance. Sanctions may be imposed when recipi-
ents refuse work, fail to keep appointments or refuse to document illnesses they
claimresulted in unexcused work absences. Some states sanction recalcitrants
butreduce benefits by only a token amount. Some states have such an exten-
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have ineffective sanctions
and account for nearly a
third of the remaining
caseload.”
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sive appeals process (during which welfare payments continue) that their sanc-
tions are ineffective.*

Yeteffective sanctions rather than state unemployment rates, demo-
graphics or the proportions of disadvantaged women on welfare best correlate
with caseload reductions.* Only effective sanctions compel welfare recipients
to comply with program requirements. More than half of welfare recipients have
not been subject to enforceable work requirements. The less successful states
have had ineffective sanctions, high benefitlevels and other counterproductive
policies. Forinstance, through prolonged appeals processes, very modest
benefitreductions or transferring cash benefits to the children of sanctioned
parents, 17 states still allow recipients to receive welfare even if they refuse to
participate inrequired activities.

Two ofthese states, New York and California, account for nearly a
third of the remaining welfare caseload.

New York. In New York state, if welfare recipients refuse to comply
with work requirements, their benefits are reduced by a small amount (from
$588 per month to $475 for a family of three), but they continue to receive food
stamps, public housing and other benefits. Asaresult, “recent figures show
that, ofthose adults who are assigned to an activity, only 54 percent participate
astheirassignmentrequires.” 4

California. California offers high benefits and ineffective sanctions.
Much ofthe fall in federal welfare rolls (TANF) in California was due to the
state transferring all two-parent families to a program that uses discretionary
state funds, does not have to meet federal requirements and does not countin
the TANF caseload. Ifthe state had adopted the welfare policies of an average
state, 200,000 fewer Californians would be receiving welfare.4’

California and some other states also allow recipients to combine ben-
efits with ahigh level of wage income. This has created incentives to remain on
welfare. The Urban Institute found that 20 percent of welfare recipients com-
bined welfare and work in 1999, compared to 5 percentin 1997 .43

Without any changes in federal law, the states that have failed to reduce
their welfare rolls by as much as the average could adopt more effective poli-
cies. The impact would be significant:

e Theaverage (and median) state caseload decline from 1993 to 2000
was about 59 percent.

e Ifthe23less-than-average states had done as well as the average
state, more than 800,000 additional people would have left welfare.

e Instead ofa 59 percentreductionin welfarerolls, the United States
would have 66 percent fewer welfare recipients.*
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State
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Dist. of Col.
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhodelsland
South Carolina
South Dakota

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
209,882
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
331,633
18,774
720,476
146,454
117,656
604,701
61,116
151,026
20,254

Change in Welfare Caseloads

TABLE II

(Total TANF recipients by State)

Jan-95
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
180,490
146,319
259,595
34,313
42,038
41,846
28,671
321,151
105,114
1,266,350
317,836
14,920
629,719
127,336
107,610
611,215
62,407
133,567
17,652

Jan-97
91,723
36,189

151,526
54,879

2,476,564
87,434

155,701
23,141
67,871

478,329

306,625
65,312
19,812

601,854

121,974
78,275
57,528

162,730

206,582
51,178

169,723

214,014

462,231

160,167

109,097

208,132
28,138
36,535
28,973
20,627

256,064
89.814

1,074,189

253,286
11,964

518,595
87,312
66,919

484,321
54,809
98,077
14,091

Jan-99
48,459
26,883
88,456
29,284

1,845,919
40,799
88,304
15,891
52,957

220,216

167,400
45,582

3,061

388,334

105,069
60,380
33,376

102,370

115,791
36,812
92,711

131,139

267,749

124,659
42,651

136,782
16,152
35,057
21,753
15,130

164,815
80,828

822,970

145,596

8,260

311,872
61,894
44,219

313,821
50,632
45,648

8,759

Dec-01
44,372
17,343

106,592
28,415

1,179,133
30,288
56,390
12,430
43,514

129,448

129,935
32,932

2,360

153,898

134,229
54,680
34,859
78,590
65,859
25,629
69,852

105,815

210,282
93,304
41,054

122,835
16,003
24,972
25,589
14,217

105,687
49,604

443,344
95,355

8,340

192,973
35,981
40,632

216,900
40,057
49,227

6,738

(93-01)
-68.7%
-50.4%
-45.1%
-61.6%
-51.2%
-75.4%
-64.8%
-55.0%
-33.9%
-81.6%
-67.7%
-39.6%
-88.8%
-77.5%
-36.0%
-45.8%
-60.2%
-65.5%
-75.0%
-62.2%
-68.4%
-68.1%
-69.4%
-51.3%
-76.4%
-52.6%
-54.1%
-48.0%
-26.8%
-50.9%
-69.8%
-47.7%
-62.4%
-71.2%
-55.6%
-73.2%
-75.4%
-65.5%
-64.1%
-34.5%
-67.4%
-66.7%
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State Jan-93
Tennessee 320,709
Texas 785,271
Utah 53,172
Vermont 28,961
Virginia 194,212

Washington 286,258
West Virginia 119,916
Wisconsin 241,098
Wyoming 18,271
U.S. Total 13,914,881

Note: Several states made changes in the definitions of their caseloads. California removed two-parent
families; Texas added families enrolled during a month; Wisconsin added child-only cases.

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

TABLE II continued

Change in Welfare Caseloads

(Total TANF recipients by State)

Jan-95 Jan-97 Jan-99 Dec-01 (93-01)
281,982 195,891 148,781 162,102 -49.5%
765,460 626,617 325,766 337,258 -57.1%
47,472 35,493 30,276 20,003 -62.4%
27,716 23,570 18,324 13,661 -52.8%
189,493 136,053 91,544 67,156 -65.4%
290,940 263,792 177,611 143,649 -49.8%
107,668 98,690 32,161 42,927 -64.2%
214,404 132,383 47,336 43,600 -81.9%
15,434 10,322 1,886 856 -95.3%
13,747,046 11,265,116 7,332,125 5,200,869 -62.6%

“If the 23 states that had
smaller caseload declines
than the national average
had met the average,
800,000 more people would
have left the welfare rolls.”

This would amount to areduction of about 10 percent in the more than
eightmillion Americans who now collect welfare.

Conclusions

Welfare reform has changed the incentives governing the trade-off
between welfare and work. Requiring able-bodied adult recipients to work,
sanctioning those who do not and imposing time limits for welfare receipt —all
have helped to make welfare less attractive. The welfare reforms are the princi-
palreason why the rolls nationwide have declined by more than 50 percent
since 1996.

Most of the women who have left welfare have found work and have
been able to earn more than they collected. A minority of the women who have
successfully left welfare have not gone to work. Some have returned to school
orreturned home to live with their parents in order to raise their children. At
present, nearly one-quarter of families on welfare are “sub-families” living with
relatives, other families receiving welfare or an unrelated employed householder.
Thus many of them have resources not captured by most administrative data.

There is no evidence that welfare caseloads increasingly comprise the
hardest cases. Rather, it is evident that the most disadvantaged women have left
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the welfare rolls at rates comparable to, and in some states faster than, less
disadvantaged women.

The welfare rolls can be reduced further by the adoption of effective
sanctions when recipients refuse to comply with work requirements. Exposing
more of the welfare caseload to work requirements, as President Bush and the
House of Representatives have proposed, also would encourage more single
mothers to make the transition to work. Conversely, loosening time limits and
work requirements, as the Senate Finance Committee has proposed, would
encourage women to continue collecting welfare. The end result would be more
families dependent on welfare for years to come.

NOTE: Nothing written here should be construed as necessarily reflecting the
views of the National Center for Policy Analysis or as an attempt to aid or
hinder the passage of any bill before Congress.
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