Chapter Five
EMPLOYMENT AND EARNINGS

5.1. BACKGROUND

Beyond reducing welfare dependence, one of the key goals of PRWORA is to increase work. By
all accounts, work has risen in recent years. The fraction of welfare recipients working rose
from 7 percent in 1992 to 33 percent in 1999. In 1998, the fraction of welfare recipients starting
jobs exceeded 50 percent in 10 states. The fraction of job entrants still employed after three
months exceeded 75 percent in 29 states (USDHHS, 2000).

Among single mothers more generally, recent trends in employment and earnings are the
mirror image of recent trends in welfare use. Employment among single mothers rose from 69
percent in 1993 to 83 percent in 1999, a gain of 20 percent. Weeks worked during the year, a
broader measure of work effort that we will refer to as “labor supply,” rose from an average of
29.5 to 36.7 over the same period. Mean trends in earnings have also been favorable. Measured
in 1998 dollars, average annual earnings among female family heads (including those without
earnings) stood at roughly $12,300 in 1993. By 1999, they had risen to nearly $16,600, a gain of
35 percent (Grogger, forthcoming).

Although these average trends are favorable, some low-income families may have lost
economic ground in recent years. Earnings among the lowest 20 percent of female-headed
families fell by roughly 10 percent between 1995 and 1997, but appear to have rebounded in the
meantime (Primus et al., 1999; Haskins, 2001). Fifteen welfare-leavers studies sponsored by
USDHHS show that roughly 50-65 percent of persons leaving welfare are employed in their first
quarter off aid (USDHHS, 2001a). Approximately 60-70 percent find employment at some point
within the first year. However, many of these jobs are fairly unstable, since only about 40
percent of welfare leavers on average are employed in each of their first four quarters off aid.

These studies also show that earnings among employed welfare leavers average roughly $1,800
to $3,400 in their first quarter off the rolls. There is some evidence of earnings growth, but it is
small. By their fourth quarter off welfare, leavers with earnings typically make between $2,100
and $3,900 (USDHHS, 2001a). Such relatively flat earnings trajectories could stem either from
low wage growth or from intermittent work. Recent research shows that the wages of low-
income women rise with work experience in a manner that is comparable to other workers
when experience is measured as actual hours of previous work (Gladden and Taber, 2000; Loeb
and Corcoran, 2001). This suggests that low earnings growth is due to sporadic employment.
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Although this descriptive evidence provides an invaluable context for interpreting the effects of
recent policy changes, our interest lies not in merely describing the experience of low-income
families in the post-reform era, but rather in assessing how welfare reform in general, and
specific reform measures in particular, have affected employment and earnings. The economic
model discussed in Chapter 2 predicts that nearly all the recent reforms should increase the
employment of single parents. Specifically, because financial work incentives increase the
amount of earnings a working recipient may keep, they promote employment. Other reforms
encourage recipients to seek work as well, either as a condition for receiving aid or in
anticipation of reaching their time limit. The one possible exception involves work
requirements that mandate participation in an education-focused welfare-to-work program.
Recipients participating in such a program may actually work less than they would have
otherwise, at least while they are taking part in the program.

However, the earnings effects of some of the reforms are ambiguous, because of the
countervailing incentives discussed in Chapter 2. As noted there, financial work incentives
increase the rate of return from work, but they also raise income for a given level of
employment. The effect on returns, known as the “substitution effect” in the economics
literature, acts to increase labor supply, but the effect on income, known as the “income effect,”
may induce the consumer to reduce her labor supply. The net effect of the financial work
incentive on labor supply and earnings is thus ambiguous, depending on the relative
magnitudes of the substitution and income effects. All else equal, we would expect smaller
income effects among families with lower levels of income, simply because such families are
less able to “afford” to reduce their labor supply in response to a financial incentive.

To illustrate this point, consider two women, each of whom earns $6/hour. The first works 40
hours per week, the second works 10 hours per week. A decrease in the benefit reduction rate
from 67 to 50 percent raises each worker’s net wage by $1/hour. If the workers do not change
their hours, this would result in a monthly earnings gain of $160 for the first worker and $40 for
the second worker. Alternatively, the first worker could reduce her labor supply by 10 hours per
week and still enjoy greater earnings than she made before the benefit reduction rate reduction.
However, if the second worker reduced her hours by the same amount, her earnings would fall
to zero.

The logic of this example is sometimes used to argue not only that substitution effects should
be larger among families with lower income, but that, among welfare families, the substitution
effect should dominate the income effect, causing reductions in benefit reduction rates to
increase labor supply and earnings as well as employment. However, some of the evidence
below suggests that, even at the levels of income received by some welfare recipients, the
income effect may outweigh the substitution effect.

Other polices with complex effects on labor supply and earnings include work requirements
and time limits. Both policies encourage employment, either directly or indirectly. However,
both policies may hasten job search, which could lead recipients to accept jobs with lower
wages and perhaps other characteristics that might result in a less durable match between the
worker and the employer. Thus, it is conceivable that these policies could result in fewer hours
of work and lower earnings.

As in Chapter 4, we consider evidence on the effects of reform from both random assignment
and econometric studies. The two types of studies typically employ different types of
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employment and earnings data. Although some random assignment studies collect survey
data, most use administrative data from the states’ unemployment insurance (UI) systems.
Every quarter, all employers covered by the Ul system are required to report the earnings of all
their employees who earn $50 or more. This information constitutes the earnings data used in
most random assignment studies, although the studies sometimes analyze annual earnings or
even earnings over a multiyear follow-up period instead. Because the units of measurement
vary among studies, we report not only the impacts from the studies themselves, but also a
normalized monthly impact measure. Typically, a study participant is considered to be
employed if she has any reported earnings in a given quarter, although some studies adopt an
annual measure of employment instead.

The main problem with such administrative data is that they miss some earnings. The Ul
system covers about 90 percent of all jobs in the United States; uncovered sectors include self-
employment, federal government employment, some state and local government employment,
some domestic jobs, and some agricultural jobs (U.S. Bureau of Labor Statistics, 1989). Of
course, the informal sector is uncovered as well, which means the UI data miss income from
people who provide informal child care, take in laundry, and otherwise work for cash. A
comparison of employment data from administrative and survey sources suggests that
administrative data underestimate self-reported employment among welfare leavers by about
10-20 percent (Isaacs and Lyon, 2000, Table 2C).

All the econometric studies are based on data from the March CPS. They therefore use fairly
similar measures of employment and earnings. Employment is typically measured as a dummy
variable that equals one if the survey respondent worked for pay in the year preceding the
survey and equals zero otherwise. Respondents also indicate the number of weeks they worked
for pay in the previous year, which provides a useful measure of labor supply. In addition,
respondents report their income from earnings in the previous year. As in the econometric
literature on welfare use, some researchers analyze the individual-level data directly, whereas
others first aggregate the data into cells defined by the respondent’s education, age, state, and
year.

Many of the analytical issues that arise in econometric studies of the caseload also arise in
studies of employment and earnings. In particular, welfare reform is but one of several factors
that contributed to recent changes in the labor market behavior of single mothers. The strong
economy played an important role, as did the EITC (Meyer and Rosenbaum, 2001; Grogger,
forthcoming; Hotz, Mullin, and Scholz, 2001). Other, largely unobservable factors may have
played a role as well. As in the caseload literature, researchers have attempted to account for
such confounding influences by including controls in their regression models for the economy,
characteristics of survey respondents, other policy variables, and state-specific fixed-effects and
trends.

In this chapter, we review the evidence on how much welfare reform has increased
employment among the welfare-eligible population. We also examine the effects of welfare
reform on earnings, which represent the primary means of support for low-income families not
receiving welfare. The effects of welfare reform on earnings bear importantly on its
consequences for income and other broad measures of family well-being that we address in
later chapters.
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As in Chapter 4, we begin with a discussion of the random assignment studies, including a brief
summary of the results from Appendix A with analyses by subgroups. Following that, we
discuss the results from a number of econometric studies. We then synthesize the studies to
convey what is known about the effects of welfare reform on employment and earnings. We
conclude with a summary of our findings.

5.2. RANDOM ASSIGNMENT STUDIES OF THE EFFECTS OF WELFARE REFORM ON
EMPLOYMENT AND EARNINGS

Most of the evidence on the effects of welfare reform on employment and earnings comes from
random assignment studies. Table 5.1 summarizes their findings. As in Chapter 4, when the
estimated effects of a program seem to change with time since random assignment, or when
time limits begin to bind, we report multiple estimates from the same program. Otherwise, we
present a single estimate.

5.2.1. Programs That Focus on Financial Work Incentives

Results from the three programs that focus on financial work incentives are presented in Panel
A of Table 5.1. According to Becerra et al. (1998), CWPDP reduced employment by 2 percentage
points. Although the program impact is insignificant, it appears to contradict the prediction
from the economic model discussed in Chapter 2. However, results from a reanalysis of the
CWPDP data show that the program increased employment (by 3.1 percentage points in the
third year of the follow-up). Moreover, the employment impacts from that reanalysis are
statistically significant (Hotz, Mullin, and Scholz, 2002). However, the authors provide no
reconciliation of their results with those of Becerra et al. (1998). Since it is beyond the scope of
this synthesis to provide a reconciliation of these contradictory findings, we omit the results of
CWPDP from the discussion below.

WRP Incentives-Only had positive but small and insignificant effects on employment and
earnings. This seems consistent with the weak incentive that was offered by the program. The
MFIP Incentives-Only program, with its stronger financial incentive, significantly increased
employment among both recipients and applicants in the first year after random assignment.
Although the effects fade over time, they remain significant among recipients, for whom the
first-year effects were stronger as well.

As for earnings, MFIP Incentives-Only had no significant effect, and most of the insignificant
estimates are negative rather than positive. This may happen because the income effect, which
provides an incentive to decrease hours of work, outweighs the substitution effect, which
provides an incentive to increase hours of work. ¥ As noted in Chapter 2, we would expect the
income effect to be larger at higher levels of income. MFIP has a relatively high benefit level,
providing $9,228 per year to a family of three with no other income. Compared to other welfare
programs, this represents a relatively high level of income.

“Evidence on hours of work would enable us to draw this conclusion more directly.
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5.2.2. Programs That Focus on Financial Work Incentives Tied to Hours of Work

The results of the New Hope program, presented in Panel B, differ between families who were
working full time at the beginning of the program and those who were not. Among families
working full time at random assignment, New Hope had no effect on employment over the
follow-up period. It reduced earnings in both years, albeit insignificantly. Among families not
working full time at random assignment, New Hope increased employment and earnings
substantially.

The difference between these two groups may have to do with the relative strength of the
income and substitution effects arising from New Hope’s financial incentive. The average
control-group earnings among families working full-time at random assignment was about
$11,000. This is comparable to the income provided by MFIP. Moreover, these participants
satisfied the work requirement already when the program began and had employment rates
over 90 percent throughout the follow-up period. Bos et al. (1999) show that the program led
these participants to reduce their annual hours of work, which suggests that the income effect
arising from New Hope’s financial incentive may have dominated the substitution effect. In
other words, the opportunity to enjoy greater income from the earnings supplement, while at
the same time spending fewer hours away from home, outweighed the opportunity to enjoy
even greater income gains by working more. For families who were not working full-time at
random assignment, who worked and earned substantially less, the opposite may have been
true: The opportunity to enjoy additional income may have outweighed the cost of more hours
away from home. The requirement to work full time to receive the supplement would have
reinforced the positive substitution effect among these participants as well.

The SSP and SSP Plus programs required recipients to be working full time within one year of
random assignment to qualify for the programs’ earnings supplement. Both programs
increased employment and earnings substantially in the period following the one-year mark,
although SSP’s effects faded a bit in the following year. The SSP Applicant study required
recipients to be working full-time within two years after random assignment to qualify for the
supplement. It increased employment and earnings substantially in the quarter following the
two-year mark, but also raised employment and earnings in the interim period.

5.2.3. Programs That Focus on Mandatory Work-Related Activities

The employment and earnings effects of programs that focus on mandatory work-related
activities are presented in Panel C of Table 5.1. Of the 13 programs, 12 had positive effects on
employment over a two-year follow-up period, and the one negative effect is quite small.
Moreover, nine of the 12 positive estimates are significant.

On average, these programs increased employment by 5.6 percentage points during the first
two years, which amounts to an average 10 percent gain over the control groups. The LFA
programs, which emphasize job search, resulted in larger average employment gains than the
HCD programs, which emphasize skill-building and generally require the recipient to
participate in classroom activities. The average employment increase among the search-
oriented programs was 9.2 percentage points, compared to 3 percentage points among the
skills-oriented programs.
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The earnings results from these programs were similarly positive. Twelve of thirteen programs
produced positive effects on earnings, nine of which were significant at least at the 5 percent
level. The one negative effect was insignificant. The average earnings gain over the first two
years of the follow-up exceeded $700; only four of the programs failed to increase earnings by at
least $400. Again the gains were greater for the search-oriented programs than the skills-
oriented programs. Among the four work-first programs, two-year earnings gains averaged
$1,188. Among the human-capital programs, they averaged $371.

Five-year employment impacts from NEWWS are presented in Figure 5.1; five-year earnings
impacts are shown in Figure 5.2. As in Chapter 4, there is evidence of program fade-out.
Annual employment impacts in years four and five averaged 2.0 percentage points, compared
to 4.8 percentage points in years one and two. Long-term annual earnings impacts averaged
$324, compared to short-term impacts of $378.

In the three sites that ran LFA and HCD programs simultaneously, the gap between the LFA
impacts and the HCD impacts faded over time as well. For the first two years of the program,
the average LFA impacts on annual employment and earnings were 8.7 percentage points and
$561, respectively. The average HCD impacts were 4.7 percentage points and $267. For years
three through five, the average LFA impacts on annual employment and earnings were 2.8
percentage points and $355, and the average HCD impacts were 2.2 percentage points and
$291. The longer-term LFA-HCD differentials are much smaller than the differentials that
appeared during the first two years of the program, suggesting that some of the early differential
was due to the fact that LFA participants were looking for work during the initial period of the
program rather than taking part in training activities.®

5.2.4. Programs That Combine Financial Work Incentives and Mandatory Work-
Related Activities

The results from four programs that combine financial work incentives and mandatory work-
related activities are summarized in Panel D of Table 5.1. All these programs report at least
some significant and positive employment effects. However, the effects vary across studies.

Similarly, all four programs produced at least some significant earnings gains. Here too,
however, the effects are heterogeneous. In some cases, the effects change with time since
random assignment; in others, they appear to differ between ongoing recipients and recent
applicants.

Although these programs exhibit some consistent patterns, some of their effects seem
attributable to their specific designs. The nature of the various mandated work-related
activities seems likely to play an important role. For this reason, we discuss the results from
each program in some detail.

Both the MFIP and WRP programs have stronger effects on employment and earnings than
their incentives-only counterparts. The results from WRP suggest that a requirement to work in
exchange for welfare may be effective in increasing employment and earnings, even when it has

4This is consistent with evidence from Hotz, Imbens, and Klerman (2000). They analyze longer-term data from the
GAIN program and find that the gap between work-oriented programs and skills-oriented programs fades over time.
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Figure 5.1—Impact Estimates for Employment in 11 NEWWS Programs, Years 1 to 5
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Figure 5.2—Impact Estimates for Earnings in 11 NEWWS Programs, Years 1 to 5
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little effect on welfare use, as was seen earlier in Table 4.1. MFIP’s work requirement seems to
decrease the extent to which the program’s effects fade over time. The earnings results from
MFIP also suggest that work requirements, which applied to ongoing recipients throughout the
follow-up period, may provide a means of overcoming the negative income effects that arise
from the combination of a strong financial incentive and relatively high benefit level.

The FIP program combined a fairly strong financial incentive with an education-focused
welfare-to-work program, which may explain its results. The FIP evaluation showed that the
program increased the fraction of participants who combined work and welfare, precisely as
the standard economic model would predict. Moreover, this effect was similar in magnitude
and significant for both recipients and applicants. However, the program had quite different
effects on the rate at which it moved participants into the workforce and off welfare entirely,
which is the other means by which it could have increased employment. Whereas the program
had essentially no such effect on recent applicants, it significantly decreased the fraction of
ongoing recipients who abandoned welfare for work. As a result, the program increased overall
employment for both ongoing recipients and recent applicants, but the effect was significant
only for recent applicants. One possible explanation for this pattern is that applicants were
more likely to satisfy the work-related activity mandate by working, while ongoing recipients
were more likely to satisfy it by taking part in the state’s welfare-to-work program. However,
since the evaluation provides no information on welfare-to-work participation rates, this
explanation is speculative.

Michigan’s TSMF program had small positive effects on employment, mirroring its small
negative effects on welfare use. These effects may result from features of the program’s design.
TSMF had a weak financial incentive, and its welfare-to-work program was not particularly
work-focused during its first two years. When the program did adopt a work-first approach, the
work-related activity mandate was applied to both the treatment and the control group
(although the control group was subject to lesser sanctions for violating the work mandate).
With little effective difference in the conditions applying to the treatment and control groups,
we might expect to find small effects.

5.2.5. Programs That Focus on TANF-Like Bundles of Reforms

Most of the programs that included TANF-like bundles of reforms had positive effects on
employment and earnings. The exception is Arizona’s EMPOWER program. Administrative
data suggest that the program may have caused a slight decline in employment and earnings,
whereas survey data show small increases. However, none of the estimates from EMPOWER
are statistically significant. This could be the result of substantial confusion regarding the
program’s time limit, which was its principal policy reform. Indiana’s Placement Track
program significantly raised employment in the first year, but the effect faded over time. Its
effects on earnings were larger and somewhat more persistent.

VIP/VIEW, ABC, FTP, and Jobs First generated increases in employment and earnings, most of
which were significant. Most of the gains were fairly sizeable as well, particularly for earnings.
The smallest effects stem from the VIP/VIEW program, which may be attributable to its phased-
in evaluation design.
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The pre- and post-time limit impacts of FTP and Jobs First are fairly similar. Both programs
had positive and sizeable impacts on employment during the pre-time limit period. In FTP, the
impacts were slightly larger in year three, whereas in Jobs First, they were slightly smaller. Their
earnings impacts rose slightly in the immediate post-time limit period, but then fell by the
fourth year. Neither employment nor earnings changed a great deal as recipients began to
exhaust their benefits.

5.2.6. Evidence on Other Employment-Related Outcomes

Beyond providing evidence on the primary employment and earnings outcomes, a subset of the
studies listed in Table 5.1 provide estimates on how the various programs have affected other
employment-related outcomes, such as weekly hours, wages, job characteristics, and wage
growth. However, many of those estimates are nonexperimental in nature, since the outcomes
are functions not only of the recipient’s treatment status, but also of her post-randomization
employment status. To illustrate this point, note that wage growth can be calculated only for
persons working at two specified time points (unless we wish to attribute a zero wage to
persons not working). However, persons employed at a point in time do not represent random
subsamples of the treatment or control groups. Thus, simple comparisons of wage growth
between the control and treatment groups does not in general provide estimates of the causal
effect of the treatment. Moreover, some of the estimates are based on small survey samples,
rather than the larger samples for which administrative records are available.

Partly because of these reasons, the results are not very conclusive. Although there are
individual exceptions, there is no clear evidence from the random assignment studies that
welfare reform increases wages, wage growth, or the fraction of workers who receive employer-
provided health benefits, paid vacation, or paid sick leave. There is even less basis for
discriminating between the effects of different types of reforms.

5.2.7. Subgroup Differences

Although only a subset of the random assignment studies provides subgroup analyses, the
subset is larger in the case of employment and earnings than it was in the case of welfare use.
These results from the available studies are discussed in Appendix A. These studies provide no
clear evidence that any of the reforms consistently works to the benefit or detriment of
relatively disadvantaged groups in terms of employment and earnings. Some of the results are
mixed, however, and the number of studies on which this conclusion is based is generally small.

5.3. ECONOMETRIC STUDIES OF THE EFFECTS OF WELFARE REFORM ON
EMPLOYMENT AND EARNINGS

Only five econometric studies estimate the impact of reform on employment and labor supply.
As in the caseload literature, these studies typically use “modified dummy variables” to
represent welfare reform policies. Therefore they provide moderate-quality evidence on the
effects of those policies. Some studies represent some reform policies using measures that
capture additional dimensions of policy variation, thus providing high-quality evidence on the
effects of such policies.
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The results of these studies, reported in Table 5.2, are fairly consistent. Four studies estimate
the effect of reform as a bundle. O’Neill and Hill (2001) find reform to have positive and
significant effects on the employment of single mothers, with the effects of TANF being stronger
than the effects of waivers. Both Moffitt (1999) and Schoeni and Blank (2000) find waivers to
have their largest effects among the least-educated women, increasing both their employment
and their labor supply by about 4 to 5 percent. Schoeni and Blank report that TANF has similar
effects on weeks worked but not on employment. Grogger (forthcoming) finds that reform
increased both employment and labor supply among single mothers with infants, by about 4
and 8 percent, respectively, although those effects decrease with the age of the youngest child.

Two studies estimate the effects of time limits. Grogger (forthcoming) finds them to have the
greatest effects among families with the youngest children, increasing employment among
single mothers with infants by about 2.5 percentage points, or about 3.5 percent. This is
consistent with the theory of Grogger and Michalopoulos (1999), but the magnitude and
significance of the estimates are smaller for employment than for welfare use. Meyer and
Rosenbaum (2001) estimate the effect of a hybrid time limit measure, defined to include both
termination time limits and time limits for work. They find these policies to increase
employment by about 3 percent. They also find that terminating benefits substantially
increases employment.

Mevyer and Rosenbaum also provide evidence on the effects of financial work incentives. Their
model includes a variable that measures the expected benefit payable to a welfare recipient
who works, which varies with the generosity of the incentive. Meyer and Rosenbaum’s estimate
indicates that increasing financial incentives so as to raise annual benefit payments to working
recipients by $1,000, which amounts to roughly a two-thirds increase, increases employment by
12.8 percent.

Only three econometric studies estimate the effects of welfare reform on earnings. These
estimates are mixed. Schoeni and Blank report that both waivers and TANF increase earnings
among the least educated by about 5 to 7 percent, although only the waiver effect is significant.
Moffitt, with his shorter sample period, reports only one significant earnings effect, for women
with a high school diploma. This estimate indicates that waivers increased earnings among
that group by $560, or about 6 percent. Grogger finds that reform increased earnings among
single mothers with infants by about 10 percent when he estimates the relationship in
logarithms, but when he estimates the model in levels, which allows him to include families
with no earnings, the effect is insignificant. He finds no significant evidence that time limits
affect earnings, either in logs or levels.

5.4. EVALUATING THE EFFECTS OF WELFARE REFORM ON EMPLOYMENT AND
EARNINGS

Having presented the results of several studies, in this section we attempt to synthesize them to
convey what is known about the effects of welfare reform on employment and earnings. We
consider the random assignment and econometric studies together, considering both the
quantity and quality of the evidence. We begin by discussing the effects of specific reforms and
then turn to their effects as a bundle.
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5.4.1. The Effects of Specific Reforms

We draw evidence on the effects of financial work incentives from three studies: the WRP-10
program, the MFIP-IO program, and the Meyer-Rosenbaum econometric analysis. By the
standards discussed in Chapter 3, all three studies provide high-quality evidence. Meyer-
Rosenbaum suggests that increasing financial work incentives increases employment. The
random assignment studies qualify that conclusion. They suggest that strong incentives, such
as those in MFIP-IO, increase employment, whereas weak incentives, such as those in WRP-I0O,
have no effect.

The earnings effects of these two programs are more complicated, which should come as little
surprise given the conflicting income and substitution effects that arise from their financial
incentive. WRP-IO had no effect on earnings, just as it had no effect on employment. However,
MFIP-10 had no significant effect on earnings, despite its positive effects on employment.
Indeed, most of its insignificant earnings effects were actually negative rather than positive.
One explanation that is consistent with these results is that, at sufficiently high income levels,
such as that provided by MFIP, the income effect that arises from the financial incentive
dominates the substitution effect. Put differently, the opportunity that the incentive presents to
enjoy higher income while spending less time away from home may outweigh the
countervailing incentive to earn even more by taking greater advantage of the earnings subsidy.

These general patterns also appear among the programs that involved financial work incentives
tied to hours of work. Both New Hope and SSP entailed strong financial incentives in the form
of earnings supplements that were available to consumers who met the programs’ work
requirements. With one exception, these programs increased employment and earnings. The
exception involved New Hope families who were working full time at the beginning of the
experiment. There was no change in employment among those participants, and their earnings
decreased (albeit insignificantly) rather than increased. Like the MFIP group, these New Hope
recipients already enjoyed relatively high incomes. They also worked a great deal, leaving little
room for the program to increase their employment. Thus the program’s negative earnings
impacts on this group may have been the result of income effects that led these workers to
prefer additional time at home over additional income from work.

Over a dozen high-quality random-assignment studies provide evidence on the effects of
mandatory work-related activities. The results indicate that this type of policy generally
increases both employment and earnings. In the short run, work programs that focus on job
search generally yielded greater effects than programs that focus on skills building. After the
first few years, the impacts of the program faded, although most remained positive. The impact
differential between the search-oriented programs and the skills-oriented programs also faded
with time.

Adding mandatory work-related activities to programs involving financial work incentives
generally increases their effects on both employment and earnings, at least in the two programs
that allow such a comparison. The two policies have reinforcing effects, as the economic model
discussed in Chapter 2 would predict. The results from WRP suggest that requiring work in
exchange for welfare can increase employment, even though it may not decrease welfare use.
The results from MFIP suggest that work requirements may overcome the negative income
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effect on earnings that arises when a strong financial incentive is added to a fairly high level of
benefits. Adding the mandatory activities also reduces the extent to which the effects of these
programs fade out over time. Two other programs that combined financial work incentives
with mandatory work-related activities also increased employment and earnings, although it is
unclear why TSMF mostly benefited ongoing recipients, whereas Iowa’s FIP mostly benefited
new applicants.

Evidence on the behavioral effects of time limits comes from two econometric studies. Meyer
and Rosenbaum (2001) find that time limits increase employment among single mothers.
Grogger (2000) finds that such increases are greatest among families with the youngest
children, although he finds little such evidence for earnings.

Three studies provide evidence on whether time limits have any mechanical effects on
employment or earnings. Meyer and Rosenbaum find that employment rises when recipients
reach the limit. However, the evidence from FTP and Jobs First suggests that neither
employment nor earnings change much as recipients begin to exhaust their benefits.

5.4.2 The Effects of Reform as a Bundle

The four econometric studies that analyze the effects of reform as a bundle all report that
welfare reform increased employment among welfare-prone groups such as single mothers and
women with low levels of education. This is consistent with the evidence that many of the
specific policies included in the typical bundle increased employment. Indeed Meyer and
Rosenbaum attribute 14-20 percent of the 1992-1996 increase in employment among single
mothers to the effects of time limit waivers. Grogger attributes 7 percent of the 1993-1999
increase to time limits and another 6 percent to other reforms. O’Neill and Hill attribute larger
fractions of the increase to reform as a bundle, crediting waivers for 22 percent of the increase
between 1992 and 1996 and TANF for 62 percent of the increase between 1996 and 1999.

At the same time, the econometric studies indicate that the economy played an important role
in raising the work effort of welfare-prone groups. Grogger (forthcoming) attributes 21 percent
of the 1993-1999 increase in employment among single mothers to the improving economy.
O’Neill and Hill attribute 35 percent of the 1992-1996 increase, and 17 percent of the 1996-1999
increase, to the economy.

Other policy changes had important effects as well. Meyer and Rosenbaum credit tax changes,
mostly involving expansions to the EITC, for 27-35 percent of the increase in single mothers’
employment between 1992 and 1996. Grogger estimates that the EITC explains 21 percent of
their 1993-1999 increase in earnings.

Although the evidence on most specific reforms is limited, the collective results from the
random assignment studies, together with those from the econometric studies, seem consistent
with the notion that reform played an important role in improving the labor market outcomes,
and particularly the employment, of single mothers. However, welfare reform was hardly the
only factor at play. Both the economy and other policy changes played important roles in
increasing poor families’ employment and earnings.
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5.5. CONCLUSIONS

The studies that we reviewed in this chapter suggest most of the reforms that were introduced
during the 1990s had positive effects on employment and earnings. Thus, it seems likely that
reform as a bundle is responsible for a portion of the increase in work and earnings among
single mothers. Nearly all of the evidence, from both the experiments and the econometric
studies, points in this direction.

The quantity of evidence on specific reform policies varies greatly across the specific reforms.
Fourteen experimental studies involve financial work incentives, either as their primary focus
or in conjunction with other major reforms. Most of those programs yvielded increases in
earnings. Mandated work-related activities have been the subject of thirteen high-quality
random assignment studies. Nearly all of those programs increased employment and earnings
in the short run. However, their long-run impacts were smaller.

For other reforms, the number of relevant studies is lower. There have been no studies of the
effects of welfare sanctions on employment or earnings. Two have provided estimates
suggesting that time limits raise employment in the period before participants begin exhausting
their benefits. Three have provided mixed results regarding the mechanical effects of time
limits.

Of the few econometric studies, all are in agreement that the expanding economy of the 1990s
had important effects on the employment and earnings of single mothers. Studies that analyze
the effects of recent EITC expansions find that they played an important role as well.

Nevertheless, despite welfare reform, the strong economy of the 1990s, and the EITC, the
earnings of program participants generally remain low. Average annual earnings among
NEWWS participants never exceeded $8,000. Even the average earnings of single mothers as a
whole, at $16,600, just equals the federal poverty standard for a family of four.



Chapter Six
USE OF OTHER GOVERNMENT PROGRAMS

6.1. BACKGROUND

Many families affected by welfare reform are likely to remain eligible for other U.S. government
programs in the “safety net.” The largest such programs are the Food Stamp Program (FSP) and
Medicaid. Low-income families also often qualify for housing assistance and various other
nutrition programs, such as the School Lunch Program, the School Breakfast Program, and the
Special Supplemental Nutrition Program for Women, Infants, and Children (WIC).

The quantity of research analyzing the effects of welfare reform on the use of these government
programs varies widely. Most of the random assignment studies estimate food stamp impacts.
This is probably because, in many states, the same administrative data system is used to track
both welfare receipt and food stamp use. Thus, administrative data on food stamp receipt are
nearly as readily available to researchers as administrative data on welfare use. Aggregate
caseload data and survey-based information on food stamps are also available, but they have
been less utilized for econometric studies than the corresponding welfare data.

Fewer random assignment studies, and only one econometric study, have considered the
effects of welfare reform on Medicaid enrollment. Moreover, most of the random assignment
studies that address the question do so using survey data, which generally include fewer
observations than the administrative data used to analyze other outcomes. Only a few studies
consider participation in other government programs, and those that do are based entirely on
survey data.

Before discussing the results from studies that attempt to estimate the causal effects of welfare
reform on the use of these various government programs, we provide some background on the
programs, recent trends in participation, and, where relevant, provisions of PRWORA that affect
those programs directly. The amount of detail we provide on each program is roughly
proportional to the number of research studies available to synthesize.

6.1.1. The Food Stamp Program

The FSP provides low-income households with coupons—or more recently, electronic benefits
accessed by means akin to a debit card—that can be used to purchase food. Households must
have incomes less than 130 percent of the federal poverty line (FPL) to qualify. In addition, the
household’s net income—equal to its income less certain deductions—must fall below the FPL.
The household must also satisfy asset tests.

99
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Benefit levels are uniform in the continental United States. A family of three with no other
source of income is eligible for $341 in monthly benefits. For families with other income,
including income from TANF, benefits are reduced by 30 cents for every dollar of net income.
As aresult, a three-person household with income equal to half the FPL ($610/month) would be
eligible for at least $235/month in food stamps. A three-person household with income equal
to the FPL would be eligible for somewhere between $89 and $201 in food stamps (Zedlewski
and Gruber, 2001).

Unlike cash aid programs, eligibility for food stamps is based on household composition rather
than family structure. As a result, the FSP serves a larger client base than the TANF program. Of
the 7.3 million households (which included 17.1 million persons) served by the FSP in 2000, 26
percent also received assistance from TANF (USDA, 2001a).

Although TANF households generally are eligible for food stamps, in 1999 only 81 percent of
TANF households received FSP benefits (USDHHS, 2000). Non-TANF households must go
through an eligibility determination process that requires substantial documentation of income
sources. When families leave welfare, they may lose their eligibility for food stamps. If they
become ineligible because of income gains, they stop receiving food stamp benefits. If they are
unaware that they may remain eligible for food stamps, or if they are unable or unwilling to take
time off from work or to document their sources of income, they may also stop receiving food
stamps.¥

Beyond these potential indirect effects on FSP use, PRWORA directly affected FSP eligibility for
two groups of recipients: legal immigrants and able-bodied adults without dependents
(ABAWDs). Legal immigrants who entered the United States after the passage of PRWORA were
barred from receiving most kinds of aid, including food stamps. Legal immigrants present prior
to the passage of PRWORA were to be dropped from the FSP rolls within a year, although the
1997 Balanced Budget Act repealed the latter provision. PRWORA limited ABAWDs to three
months of FSP receipt in any 12-month period, unless they were working or participating in an
approved work program. States can apply for waivers to exempt from the time limit ABAWDs
who live in areas with high unemployment rates or insufficient jobs.

Recent trends in the food stamp caseload resemble recent trends in the welfare caseload.
During the late 1980s, the program served about 19 million people per month. By 1994, the
number of persons served by the FSP grew to 27.5 million; by 2000, it had fallen to 17.2 million,
the lowest level since 1978. In relative terms, the FSP caseload fell 37 percent between 1994 and
2000.

Although participation rates for immigrants and ABAWDs fell substantially after 1996, they
account for a small proportion of the overall caseload decline because they account for a
relatively small share of all food stamp households. The group accounting for the largest share
of the decline was single-parent families, which includes a number of families leaving cash aid
(USDA, 1999).

Leavers studies show that former welfare recipients leave the FSP at a high rate. Among 13
cohorts tracked in twelve USDHHS-funded leaver studies, the fraction of leavers receiving food

4TANF leavers participate in the FSP at a lower rate than TANF recipients, but at a higher rate than comparable
families who never received welfare (Zedlewski and Brauner, 1999).



Use of Other Government Programs 101

stamp benefits in the first quarter after leaving welfare ranged from 23 to 78 percent (USDHHS,
2001a). Six of the studies had rates ranging from 35 to 54 percent, whereas two were lower and
four were higher. Data from the National Study of America’s Families are similar, showing that
only about one-third of recent welfare leavers continued to receive food stamps (Zedlewski and
Gruber, 2001). Acs et al. (2001) suggest that, among long-term welfare recipients, these rates
did not change much during the 1990s.

Although much of the decline in FSP use results from a decrease in eligibility arising from gains
in income, over half of the decrease stems from a decrease in take-up rates on the part of
income-eligible households (USDA, 2001b). National Study of America’s Families data show
that about one-half of all leaver families have post-welfare incomes less than the FPL (Loprest,
2001), which implies that more than half of all leaver families remain income-eligible for food
stamps. However, among leavers with incomes between 50 and 100 percent of the FPL, only 45
percent continued receiving food stamps. Among leavers with incomes below 50 percent of the
FPL, only 51 percent received food stamps (Zedlewski and Gruber, 2001). Low take-up among
the former group may stem from the relatively low benefit payment for which they would be
eligible (Blank and Ruggles 1996). However, low take-up among the latter group represents
nonparticipation by families who would be eligible for a relatively large payment.

Despite the usefulness of such contextual information, trends and patterns among welfare
leavers do not establish whether welfare reform has caused FSP use to fall. As with other
welfare-related outcomes, changes in the economy and other antipoverty policies, such as the
EITC, may also underlie the recent declines in the FSP caseload. In Section 6.2 below, we
review the evidence from a number of random assignment and econometric studies on the
extent to which welfare reform has caused the decline in the FSP.

6.1.2. Medicaid and the State Children’s Health Insurance Program

The Medicaid program, which enrolls roughly 40 million Americans at an annual cost of about
$176 billion, serves three largely distinct populations: the elderly, the blind or disabled, and
poor families with children. Poor families with children account for about two-thirds of
Medicaid beneficiaries but only about 25 percent of annual Medicaid expenditures (Health
Care Financing Administration, 2000). Since this is the group most relevant to welfare reform,
we restrict our attention to it below.

Originally, poor families with children received coverage under Medicaid primarily by
qualifying for cash welfare. However, beginning in the mid-1980s, expansions of coverage to
poor pregnant women and poor children not receiving welfare weakened the link between the
two programs. The largest expansions provide eligibility to children depending on their age
and their family’s income. By 1990, the states were required to provide coverage for all children
under age six who lived in families with incomes less than 133 percent of the FPL. They were
also required to cover all children born after September 30, 1983, in families with incomes
below 100 percent of the FPL (Congressional Research Service, 1993). As a result, by 1997, all
children under age 15 in families with incomes below the poverty line were eligible for
Medicaid, regardless of whether their families received (or even qualified for) welfare. Many
states exercised the option to extend coverage to older children and to children in families with
higher incomes.
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The Family Support Act of 1988 extended Medicaid to families that left welfare because of
employment or earnings via Transitional Medical Assistance (TMA). Under FSA, TMA was
available for one year after leaving welfare. Many states have extended the eligibility period
under their TANF programs.

PRWORA officially ended the link between welfare and Medicaid by eliminating automatic
Medicaid eligibility for welfare families and establishing a new eligibility category. Under
section 1931 of the Social Security Act, states are required to extend Medicaid coverage to
families who would have qualified for welfare under the AFDC eligibility rules that the state had
in place as of July 1996. Section 1931 also provides states with the flexibility to expand Medicaid
to cover more low-income families, including two-parent working families, at the state’s option.

Health care coverage was further expanded by the 1997 Balanced Budget Act, which established
the State Children’s Health Insurance Program (SCHIP). SCHIP is designed to provide coverage
for children in families with incomes up to 200 percent of the FPL who otherwise are ineligible
for Medicaid (HCFA, 2000). About 30 states have chosen to cover children in families with
incomes up to at least this level.

When Medicaid was tied to welfare, enrollments were fairly stable. Between 1975 and 1985, the
number of poor children and adults covered by Medicaid grew from just over 14 million to just
over 15 million. Enrollment grew to 17.2 million by 1990, then to 24.8 million by 1995 (Gruber,
2000). The number of covered persons in poor families fell between 1995 and 1997, which is the
most recent year for which consistently defined data are available.®® Coverage of poor children
fell by 12.4 percent between 1995 and 1997; coverage of poor adults fell by 11.2 percent
(Committee on Ways and Means, 2000, Table 15-14).

The nationwide trend in enrollments masks substantially different trends among the states.
While the overall decline in enrollment among persons in poor families was 5.3 percent
between 1995 and 1997, ten states experienced increases in enrollment. At the same time, nine
states experienced decreases of 10 percent or more (Ku and Bruen, 1999).

Leavers studies generally show low rates of Medicaid coverage among persons leaving welfare,
but like the nationwide trend data, there is a fair amount of heterogeneity across different
locales. Nine state-specific studies funded by USDHHS provide coverage rates for family heads
in their first quarter after leaving welfare. Of these, eight report coverage rates ranging from 42
to 69 percent. Wisconsin showed higher coverage, at 80 percent (USDHHS, 2001a, Appendix B).
Data from the National Study of America’s Families show that 56 percent of leavers are covered
by Medicaid in the first six months after leaving aid (Garrett and Holahan, 2000).

Children are more likely than adults to retain eligibility, but the differential varies greatly by
site. In Wisconsin, 86 percent of children were covered by Medicaid in the first quarter after
their families left welfare, compared with 80 percent of adults. In Missouri, 42 percent of adults
were covered, but 85 percent of children retained eligibility (USDHHS, 2001a). The National
Survey of America’s Families shows that 70 percent of children in families that had been off
welfare for six months or less retained their Medicaid coverage (Garrett and Holahan, 2000).

411 1998, for the first time, capitation payments were counted as services for reporting purposes (HCFA, 2000, p. 14).



Use of Other Government Programs 103

Since Congress specifically sought to ensure that families would not lose health care coverage
as a result of welfare reform, there has been substantial interest in explaining recent declines in
Medicaid enrollments. Some analysts have suggested that the strong economy has played a
role, whereas others have pointed to confusion on the part of recipients about the new
relationship between welfare and Medicaid programs (Kenney and Haley, 2001). Others have
suggested that states’ TANF diversion programs may have deterred some families from
completing their Medicaid applications (GAO, 1999c; Dion and Pavetti, 2000; Guyer, 2000). In
Section 6.2, we synthesize the evidence on the extent to which welfare reform has caused the
recent declines in Medicaid enrollments.

6.1.3. Other Programs

Although there has been relatively little research into the effects of welfare reform on
participation in other nutrition programs or subsidized housing programs, it is useful to
summarize some of the most important programs here. After the FSP, the largest nutrition
programs are the National School Lunch Program (NSLP), the School Breakfast Program, and
WIC. The school nutrition programs provide meals to primary and secondary school students;
students from families with incomes below 130 percent of the FPL receive their meals for free
and students from families with incomes between 130 and 185 percent of the FPL receive their
meals at a reduced price. The WIC program provides vouchers for pregnant women, new
mothers, and children up to age 5 that can be redeemed for specific food items that contain
nutrients often lacking from the diets of low-income families.

Unlike the trend in food stamp participation, which was similar to trends in welfare use,
participation in these three smaller nutrition programs grew through most of the 1990s. The
number of children receiving free or reduced-price school lunches rose from 11.6 million per
month (during the school year) in 1990 to 15.5 million in 2000. The number of children
receiving free or reduced-price school breakfasts rose from 3.5 million per month in 1990 to 6.3
million in 2000. The number of persons served by the WIC program rose from 4.5 million in
1990 to 7.4 million in 1997, then fell to 7.2 million in 2000. The costs of operating the school
nutrition programs in 2000 (including the tiny Special Milk Program) amounted to $7.6 billion;
the cost of the WIC program was $3.97 billion (USDA, 2001d). The General Accounting Office
(GAO) (1999) interprets increases in school nutrition programs as evidence of program
substitution, that is, as evidence that families are turning to programs other than the FSP in
order to satisfy their demand for nutrition assistance.

Housing assistance of various kinds is provided through a number of different programs that
are run by several different agencies (Olsen, 2001). However, most rental assistance funds
targeted to very-low-income households are administered by the Department of Housing and
Urban Development. Such aid is provided in one of two forms: project-based assistance or
household-based rental subsidies (Committee on Ways and Means, 2000). The number of
renters assisted by these programs grew more or less steadily during the last decade, from 1.6
million households in 1990 to 2.1 million households in 2000.
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6.2. RANDOM ASSIGNMENT AND ECONOMETRIC STUDIES OF THE EFFECTS OF
WELFARE REFORM ON USE OF OTHER GOVERNMENT PROGRAMS

As noted above, there are relatively fewer random assignment and econometric studies
examining the effects of welfare reform on the use of other government programs. Thus, unlike
in the previous chapters, we combine the discussion of random assignment and econometric
studies, breaking the discussion up by the three categories of other government programs
presented above. The limited amount of information from the random assignment studies
regarding subgroup differences in the outcomes covered in this chapter is summarized in
Appendix A.

6.2.1. Food Stamps

Of the welfare-related outcomes considered in this chapter, the Food Stamp Program is the
most studied. Most of the random assignment studies analyze the effects of welfare reform on
food stamp use. In addition, four econometric studies address the question using national data
from either administrative sources or the CPS.

Random Assignment Studies

Table 6.1 presents results from the random assignment studies. The only study focusing on
financial work incentives that provides information about food stamp usage is the WRP
Incentives-Only program, since MFIP involved a food stamp cashout. The WRP Incentives-
Only program had no significant effect on food stamp use, just as it had no significant effect on
welfare use.

Of the programs focusing on financial incentives tied to hours of work, food stamp impacts are
available only for New Hope, because the SSP programs were conducted in Canada. The New
Hope program resulted in increased food stamp use at the end of the second year among
families employed at the time of random assignment. Since the same group was less likely to
use welfare at that time (see Table 4.1}, this suggests that these New Hope participants partially
replaced their reduced welfare payments with increased food stamp benefits. However, among
families not initially employed full time, New Hope had no significant effect on food stamp use,
just as it had no effect on welfare use.

Most of the programs that focused on mandatory work-related activities resulted in significant
declines in food stamp use. The four exceptions were the Atlanta LFA, Atlanta HCD, Oklahoma
City, and IMPACT Basic Track programs. The average reduction in FSP use across the thirteen
programs was 3.5 percentage points, which amounts to 62.5 percent of their average 5.6
percentage point reduction in welfare use. This suggests that about 65 percent of the families
leaving welfare discontinued their food stamp benefits. %

The programs combining financial work incentives and mandatory work-related activities had
effects on food stamp use that are similar to their effects on welfare use. WRP, which involved
both a weak financial incentive and a delayed work requirement, had no significant effect on

“The five-year NEWWS report does not provide year-by-year impacts for food stamp use.
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either. Reductions in food stamp use among TSMF recipients are similar to their reductions in
welfare use. For the most part, the reductions in food stamp use are slightly smaller, although
the earlier cohort of TSMF applicants actually reduced their food stamp use by a slightly greater
amount than their welfare use. An exception to the general rule is FIP, where food stamp use
fell despite increases in welfare use.®

Among programs that focused on TANF-like reform bundles, Indiana’s Placement Track
recipients had lower food stamp use than the controls. The reduction in food stamp use was
less than the reduction in welfare use in the fourth quarter of the program but was slightly
greater by the eighth quarter. Arizona’s EMPOWER program and Virginia’s VIP/VIEW program
also had somewhat larger effects on food stamps than on welfare use. The food stamp results
for Delaware’s ABC program cannot be compared to the corresponding welfare-use results
because the measures differ across the two outcomes.

In the pre—-time limit period, FTP and Jobs First had effects on food stamp use that were similar
to their effects on welfare use, although the food stamp impacts are insignificant. In the
post—time limit period, food stamp use was lower in the treatment group compared with the
control group for both programs, but only the Jobs First impact was significant, and then only
in quarter 16. All the post—time limit impacts were substantially smaller than the corresponding
impacts on welfare use.

The changes in program impacts between the pre— and post-time limit periods suggest that
reaching the welfare time limit had relatively little effect on food stamp use. In FTP, food stamp
use actually rose by 0.5 percentage points between years two and three. In Jobs First, food
stamp use fell by 3.7 percentage points between quarters seven and eight, which amounts to
about 30 percent of the corresponding decline in welfare use. Apparently, most of the families
who exhausted their welfare benefits continued their food stamp use, at least initially. Although
the impact of FTP stayed roughly constant through year four, the impact of Jobs First became
more negative.

Econometric Studies

The four econometric studies of the effects of welfare reform on food stamp use are
summarized in Table 6.2. The studies by Wallace and Blank (1999) and Currie and Grogger
(2001) employ models that are comparable to the static models of welfare caseloads
summarized in Chapter 4. They also employ similar policy measures to capture the effects of
welfare reform waivers and TANF. Figlio, Gunderson, and Ziliak (2000) and Wilde et al. (2000)
employ lagged dependent variable specifications similar to the welfare caseload model of Figlio
and Ziliak (1999).

The estimates of Wallace and Blank and Currie and Grogger are fairly similar, despite the fact
that they are based on different data. Wallace and Blank estimate that waivers reduced food
stamp use by 2.5-3.2 percent, depending on whether they use monthly or annual food stamp
caseload data. They estimate that welfare reform reduced food stamp caseloads by about 14

Dnformation on the use of food stamps and Medicaid among FIP applicants is provided only for the first four quarters
of the follow-up period.
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Table 6.1—Estimated Impact of Welfare Reform on Use of Food Stamp Program:
Random Assignment Studies

Name

Cases served

A Programs that foeis on taneial work ihcentives

WRP-I0

Single-parent recipients and
applicants

A

Data Measure

Ever received FS, last 3 mos. of

FU

B Brocians that focus o financial work incentives ted 1o bouss of vtk

New Hope

Poor families employed FT at RA

Poor families not employed FT at RA

C Drosrais thar foons on ssndaiory work eeliied aeiivition

LA Jobs-1st GAIN

Atlanta LFA

Grand Rapids LFA

Riverside LFA

Portland

Atlanta HCD

Grand Rapids HCD

Riverside HCD

Columbus Integrated

Columbus Traditional

Detroit

Oklahoma City

IMPACT Basic Track

Single-parent recipients and
applicants

Recipients and applicants

Recipients and applicants

Recipients and applicants

Recipients and applicants; no cases
with substantial barriers

Recipients and applicants

Recipients and applicants

Recipients and applicants

Recipients and applicants

Recipients and applicants

Recipients and applicants

Applicants

Recipients and applicants-basic track

A

A

Months receiving FS,
2-yrFU

Months receiving FS,
2-yr FU

Months receiving FS,
2-yrFU

Months receiving FS,
2-yr FU

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q8

Received FS, Q4

vear 1 of

year 2 of

vear 1 of

year 2 of

Food Stamp use

Control
mean

53

4.5

75

5.2

63.3

76.9

Impact

1.0

-0.3

1.0 **

-0.1

0.4

4.2 e

-1.2

5.8

7.6 ¥

4.6 ™

-1.0

3.8 "

6.0 *¥

-4.0 #

0.4

1.0

22.2%

-1.3%

-1.6%

-8.6%

-14.0%

-9.4%

-6.3%

-4.3%
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Table 6.1—Continued

Food Stamp use

Control
Name Cases served Data Measure mean Impact %
1) Proapim thiat fonus ast Bnaneind weork ineentives and nemdatony work selated netivines
WRP Singl'e—parent recipients and A Everreceived FS, last3 mos. of 50.1 16 3.20%
applicants FU
Recipients A MonthlyFS receipt over 4-yr 69.1 0.9 #x 13%
TSMF A %/IL(J)mhly FS receipt over 1-vr 67.6 08 1.2%
Applicants
A g/ll})mhly FS receipt over 2-yr 61.2 93 e 3.8%
A FSreceipt, Q4 79.3 19* 2.4%
Recipients
A FS receipt, Q8 66 -2.1 -3.2%
FIP
A FSreceipt, Q4 4.9 0.2 -0.4%
Applicants
A FSreceipt, Q8 n/a

B Proorssng fhiat fona o other imdividiad sefonn.

I Brosrams that focus on TANE dike bundle of sefurms (e lmits with Baanciad incentives worlk related aetividies, or both)

EMPOWER (a) Recipients A MonthlyFS receipt, months - 472 13 -2.8%
IMPACT Recipients and applicants-placement . -
Placement Track track A Received FS, Q4 66.2 -7.0 = -10.6%
VIP/VIEW Recipients A Welfare receipt in Q8 70.1 -2.6 ¥ -3.7%
- . Percent receiving FS at sprin; =
ABC Recipients and applicants S 1997 interview g pring 69.5 4.2 % -6.0%
A ?Vg. percent receiving FS, year 60.6 09 15%
- . Avg. percent receiving FS, year o
FTP Recipients and applicants Ay / 48.8 -0.4 -0.8%
A ivg. percent receiving FS, year 40.7 07 L7%
A Everreceived FS, Q7 61.6 3.1 %= 5.0%
JOBS First Recipients and applicants A Everreceived FS, Q8 58.8 -0.6 -1.0%
A Everreceived FS, Q16 425 -3.3 % -7.8%
NOTES: For full program names and citations, see Table 3.4. Abbreviations: A=administrative data; S=survey data; FU=follow-up;

HH=household; Q=quarter; FS=Food Stamps; FT=full-time.
= statistically significant at the 5 percent level;

* = statistically significant at the 10 percent level; *
= statistically significant at the 1 percent level.
(a) Phoenix site onlv, cash assistance.
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percent. Currie and Grogger’s estimates, which are based on CPS data, indicate that waivers
reduced food stamp use by 5.4 percent and that TANF reduced food stamp use by 11.2 percent.
Both studies suggest that welfare reform accounts for a substantial fraction of the decline in the
FSP caseload.

Figlio et al. and Wilde et al. both include four lags of food stamp caseloads in their model and
report that waivers had no significant effect on food stamp use. These models are subject to the
same technical and interpretational problems as the lagged dependent variable models of
welfare caseloads, as discussed in Chapter 4. As in the studies of welfare caseloads, the lagged
dependent variable models yield results that run contrary not only to the results from the other
econometric studies, but also to the results from most of the random assignment studies.

6.2.2. Medicaid

Random Assignment Studies

Only seven of the random assignment studies report information on Medicaid receipt?" Their
results are summarized in Table 6.3. Much of the information about Medicaid use comes from
surveys rather than administrative data. As a result, sample sizes are smaller and significance
levels are correspondingly lower.%

For the most part, these programs had effects on Medicaid qualitatively similar to their effects
on welfare use. Both MFIP-I0 and MFIP increased Medicaid coverage at the 36-month mark,
although only the estimate for regular MFIP is significant. This is consistent with these
programs’ effects on welfare use. Both programs increased welfare use significantly in year
three, and since welfare recipients were automatically entitled to receive Medicaid at the time,
Medicaid eligibility should have risen as well.

Similarly, L.A. Jobs-First GAIN decreased Medicaid use, much as it decreased welfare use. The
program decreased welfare use by 1.12 months and Medicaid use by 0.89 months, over the 24-
month follow-up period. (Freedman et al., 2000b, Table 4.1, p. 74). This suggests that roughly
80 percent of those who left welfare as a result of the program also discontinued their Medicaid
receipt.

In the Michigan TSMF program, Medicaid eligibility fell for ongoing recipients by about the
same amount as welfare use. For the applicant groups, however, the effects of the program on
Medicaid were insignificant, even though the program reduced welfare use among the early
cohort of applicants by a significant amount. FIP is again an exception to the general rule,
resulting in decreased Medicaid use despite increases in welfare use. Delaware’s ABC program
had no significant effect on Medicaid, just as it had no significant effect on welfare use. FTP

5lThe NEWWS programs provide impact estimates for TMA, but not for Medicaid coverage more generally. Since TMA
is available only to persons leaving welfare because of employment or an earnings gain, it is a function of both
Medicaid-related policy changes and the programs’ impacts on employment. Moreover, TMA is only one means by
which study participants may receive Medicaid coverage. For these reasons, TMA impacts are not comparable to the
more general Medicaid impacts presented in Table 6.3 and are excluded from our analysis.

52None of the studies provides information about SCHIP, since SCHIP was not funded until 1998, after the follow-up
periods of the studies that included questions about Medicaid participation.



—

10 Consequences of Welfare Reform: A Research Synthesis

Table 6.3—Estimated Impact of Welfare Reform on Medicaid Coverage: Random Assignment Studies

Medicaid coverage

Control
Name Cases served Data Measure mean Impact %
A Prograis that focus on Haancial work incentives
MFIP-10 Urban single parents S Adult covered by Medicaid 36 66.2 42 6.3%
recipients mos. after RA ’ ’ ’
B Prosrams that focus on financial work incentives fied (o Hours of work
L Proorans that focus on mandatory work velated activities
LA Jobs-1st GAIN Smgle—pgrent recipients Months of Medicaid coverage, 212 0.9 4.0%
and applicants vears 1 and 2
D). Prosrams that focus on inancial work incentives and mumdatory work telated activities
MEIP Url:)a? single-parent S Adult C(?vered. by Medicaid at 36- 66.2 6.4 * 97%
recipients month interview
Adult average monthly
Recipients A Medicaid eligibility over 4-yr 67.6 -1.7 -2.5%
FU
Adult average monthly
TSMF A Medicaid eligibility over 1-yr 70.2 0.6 0.9%
FU
Applicants
Adult average monthly
A Medicaid eligibility over 2-yr 61.2 -1.0 -1.6%
FU
A Any paid claims, Q4 89.5 -3.1 -3.5%
Recipients
A Any paid claims, Q8 76.5 -1.7 -2.2%
FIP
A Any Medicaid action, Q4 58.1 2.4 4.1%
Applicants
A AnyMedicaid action, Q8 n/a

I DPraarams that focus on other mdividual teforins
b Prowmams that focus o TANE like hundle of reforns (e limilis with financial incentives, woricrelated activities, or botiy

Percent receiving Medicaid at

ABC Recipients and applicants S interview 76.7 -2.0 -2.6%
FTP Recipients and applicants S Ef;g{ég&e:tt Zg?;rf sdutl)’\}/]ey 36.8 26 -7.1%
JOBS First Recipients and applicants S Ef;g;ég&e:: g—(;:é?f;iu?\}:ey 60.4 9.1 *** 15.1%
NOTES: For full program names and citations, see Table 3.4. Abbreviations: A=administrative data; S=survey data;

FU=follow-up; HH=household; Q=quarter.

* = statistically significant at the 10 percent level; ** = statistically significant at the 5 percent level;
*** = statistically significant at the 1 percent level.
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had little effect on Medicaid at the time of the survey, despite reducing welfare use. Jobs First
substantially increased Medicaid coverage at the time of the three-year follow-up at the same
time that it substantially decreased welfare use. Jobs First extended TMA eligibility one
additional year, which may account for this pattern, although the impact of this particular
policy component can not be isolated in the Jobs First experimental design. The only other
program that extended TMA was ABC, and that program produced no change in welfare use or
Medicaid use.

Econometric Studies

The single econometric study to examine the effects of welfare reform on Medicaid caseloads is
summarized in Table 6.4. That study, by Ku and Garrett (2000), uses state-level administrative
data on nonelderly, nondisabled adults and children receiving Medicaid. The authors fit
separate models for adults and children and include an extensive set of policy variables and
controls in both specifications. They also include state and year dummies to control for
unobservables.

The models provide some evidence that welfare waivers affect Medicaid use. Although the
authors find that earnings disregards and family caps had no significant effects on Medicaid
use, they find that fewer exemptions from JOBS work requirements had a negative and
marginally significant effect. Since waivers generally reduced the fraction of the welfare
caseload exempt from work requirements, this suggests that welfare waivers may have reduced
Medicaid receipt among both adults and children.

6.2.3. Other Programs

Only four sets of random assignment studies have analyzed the effects of welfare reform on
participants use of other nutrition programs: the NEWWS programs, L.A. Jobs-First GAIN,
Indiana’s IMPACT evaluation, and Delaware’s ABC evaluation. The results of the effects of
these programs on participation in the various nutrition programs are summarized in Table 6.5.
All these results are based on survey data.® To our knowledge, there are no econometric
studies that analyze the effects of welfare reform on school nutrition programs or the WIC
program.

Of the 18 estimates included in Table 6.5, all but one are fairly small and insignificant. The one
exception involves the Atlanta HCD program, where School Lunch use rose by a statistically
significant 3.4 percentage points. Since we would expect roughly 1 in 20 statistical estimates to
be significant at the 5 percent level even if the programs truly had no effect, these results
suggest that welfare reform has had little if any effect on participation on these other nutrition
programs. They suggest that, in these programs, at least, families do not use school nutrition
programs as a substitute for the FSP.

The only random assignment studies to include information about housing subsidies are L.A.
Jobs-First GAIN, the NEWWS programs, EMPOWER, FTP, and Jobs First. All information comes

SEstimates for IMPACT are not available separately for participants in the Basic and Placement Tracks.
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Table 6.5—Estimated Impact of Welfare Reform on Use of Nutrition Programs:
Random Assignment Studies

Nutrition program participation

Control
Name Cases served Data Measure mean Impact %
A Praceuns that focns on fivineiad weork ineentives
B Procvams tha focus on finaticial weork ieelitives tied o0 hours of work
O Drosrai that focne i mandatory work eelited activities
LA Jobs-1st GAIN Single-parent recipients and s Ever participate in school meal 66.3 2.4 3.6%
applicants program during FU i : .
. N Ever participate in school meal
Atlanta LFA Recipients and applicants S p; og rpam dg)ri ng FU 86.2 18 2.1%
Grand Rapids LFA Recipients and applicants s Ever participate in school meal 67.1 12 1.8%
P PplcE program during FU
Ev icipate i hool mez
Riverside LFA Recipients and applicants S p:g;gﬁﬂgtﬁ?;egl;[s}c ool meal 78.1 -1.8 -2.3%
Portland Recipients and applicants; no cases S Ever participate in school meal 66.1 16 2.4%
) with substantial barriers program during FU : ’ :
Atlanta HCD Recipients and applicants s Ever participate in school meal 86.2 3.4 3.9%
P PplcE program during FU
Grand Rapids HCD Recipients and applicants S E;grg Fﬁ?&iﬂ?ﬁeglgSChom meal 67.1 -5 -2.2%
Riverside HCD Recipients and applicants g  Everparticipate in school meal 814 0.4 0.5%
P PplcE program during FU
Columbus Integrated Recipients and applicants S Ever participate in school meal 75.6 -1.4 -1.9%
P PPACE program during FU
Columbus Traditional Recipients and applicants S Ever particip ate in school meal 75.6 -0.9 -1.2%
program during FU
. . : Ever participate in school meal .
Detroit Recipients and applicants S program during FU 60.2 1.2 2.0%
Oklahoma City Applicants S Ever participate in school meal 59.6 -2.1 -3.5%

program during FU

1) Prasvams diat forus on Bianciad weork ineeiitives and smandatary worko selated aotuiting

L Pracrame thist foous op ather individual selorme

| Prowmams that faeus an TANE Hike bindle of refors (hme linits with financial ineentives, work eelatid nedivities ot hody

Participating in school lunch at time of ~ o
S two-year survey 60.9 2.7 4.4%
IMPACT Recipients and applicants-basic and S Participating in school breakfast at 473 25 5.3%
placement tracks time of two-year survey
S Participating in WIC at time of two- 232 17 7.3%
year survey
Participating in school lunch at time of
S Spring 1997 survey 523 09 “L7%
. . Participating in school breakfast at
ABC S 45.0 -0.1 -0.2%
Recipients and applicants time of Spring 1997 survey 9, 70
S Participating in WIC at time of Spring 35.4 23 6.5%
1997 survey
NOTES: For full program names and citations, see Table 3.4. Abbreviations: A=administrative data; S=survey data; FU=follow-up;

HH=household; Q=quarter.

* = statistically significant at the 10 percent level; ** = statistically significant at the 5 percent level;
*** = statistically significant at the I percentlevel.
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from surveys in which participants were asked whether they lived in public housing projects or
received rent subsidies. The results are summarized in Table 6.6.

All but two of the estimates are insignificant.® Of the two significant estimates, one is negative
and the other is positive. These estimates provide little reason to think that these types of
reforms affect whether welfare recipients live in public or subsidized housing.

6.3. EVALUATING THE EFFECTS OF WELFARE REFORM ON USE OF OTHER
GOVERNMENT PROGRAMS

In the random assignment studies, food stamp use generally follows welfare use. In programs
where welfare use rose, such as MFIP, food stamp use rose as well. In studies where welfare use
fell, food stamp use tended to fall as well. FIP and New Hope represent exceptions to this
general pattern. In FIP, food stamp use fell despite increases in welfare use. In New Hope,
families employed full time at random assignment increased their food stamp use while
decreasing their welfare use.

In programs where welfare use fell, the corresponding decrease in food stamp use was generally
smaller. This is consistent with the notion that welfare reform explains part, but not all, of the
observed decline in the food stamp caseload that has taken place since the early 1990s.
Evidence from two of the three econometric studies that address this issue is consistent with
this view as well.

None of these studies explains why a decrease in welfare use results in a decrease in food stamp
use. Most families leaving welfare, and most poor families generally, are eligible for food
stamps, regardless of whether they receive cash aid. Thus, there is no automatic or legal link
between welfare use and food stamp receipt. Various analysts have suggested that food stamp
use has fallen in response to welfare reform because of administrative practices on the part of
some welfare agencies, because the transactions costs of maintaining eligibility are higher for
working families, and because poor families fail to understand that they may be eligible for food
stamps even if they are ineligible for, or do not elect to receive, cash welfare.

There is substantially less evidence about the effects of welfare reform on Medicaid coverage.
The single econometric study on the issue finds that less lenient age exemptions for work
requirements reduce Medicaid use, but those estimates are only marginally significant. The
random assignment studies suggest that programs that increase welfare use increase Medicaid
receipt, whereas programs that decrease welfare use also decrease Medicaid receipt. Again, FIP
is an exception to this rule, as is Jobs First. Moreover, there are only seven such studies that
analyze Medicaid, which is a small number on which to base any general conclusions. It is also
important to keep in mind that some recipients leaving welfare for work may replace their
Medicaid coverage with employer-provided health insurance. We consider the effects of
welfare reform on health coverage more generally in Chapter 9 below.

The effects of welfare reform on other government programs have been studied even less. Only
four sets of studies analyzed participation in school nutrition programs. One of the NEWWS

Mmpacts from the Jobs First four-year survey were also insignificant.
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programs vielded a significant increase in program use; all the other estimates were rather
small and insignificant. Only the NEWWS programs and L.A. Jobs-First GAIN consider housing
subsidies; of the two significant effects, one was positive and one was negative. Regarding the
effects of welfare reform on the use of these other government programs, there is simply too
little information available to draw any firm conclusions.

6.4. CONCLUSIONS

The results synthesized in this chapter are generally consistent with the hypothesis that welfare
reform has caused part of the recent decline in food stamp use. However, they tell us nothing
about the mechanisms that underlie this linkage. As noted above, the research literature has
suggested that food stamp use has fallen in response to welfare reform because of
administrative practices on the part of some welfare agencies, because the transactions costs of
maintaining eligibility are higher for working families, and because poor families fail to
understand that they may be eligible for food stamps even if they are ineligible for, or do not
elect to receive, cash welfare. To ensure that poor families are more effectively covered by this
important safety net program, it is important to understand the reasons why welfare reform has
caused food stamp use to fall.

However, perhaps the main message from this chapter is that there is very little information
available from which to draw conclusions about the effects of welfare reform on the use of other
government programs. Only a few studies analyze the effects of welfare waivers on the use of
school nutrition programs. Fewer still have considered housing subsidies.

In the case of the Medicaid program, this limited research base is unfortunate in light of the
policy objectives of recent reforms. During the decade prior to PRWORA, the federal
government expanded the eligibility criteria for Medicaid with the dual objectives of weakening
the links between welfare and health coverage and providing coverage for larger numbers of
poor children. In the context of PRWORA, the legislation explicitly sought to ensure that
reduced eligibility for welfare would not entail reduced eligibility for Medicaid. Nevertheless,
Medicaid coverage of persons in poor families fell during the late 1990s at the same time that
rates of uninsurance rose. Unfortunately, the evidence that exists provides too narrow a basis
from which to draw general conclusions about whether welfare reform has caused part of the
decline in Medicaid.
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Chapter Seven
FAMILY STRUCTURE

7.1. BACKGROUND

As noted in Chapter 1, in addition to promoting work and reducing dependency, PRWORA
aimed to reduce unwed childbearing, to promote marriage, and to maintain two-parent
families. In this chapter, we turn to the impact of welfare reform on family structure,
considering both marriage and childbearing.

PRWORA'’s focus on reducing unwed childbearing, promoting marriage, and maintaining two-
parent families was partially motivated by concern about trends in those outcomes. Up until
about 1970, more than 85 percent of American children were being raised in two-parent
families. Over the succeeding three decades, that figure fell to under 70 percent (see Figure 7.1)
because of increases in nonmarital childbearing and, to a lesser extent, increases in divorce.
Figure 7.2 shows that while in the 1950s less than 5 percent of births were to unmarried women,
beginning in the early 1960s, this percentage began to increase sharply. By the early 1990s, one-
third of births were to unmarried women. This rise in nonmarital childbearing was an
important cause of the decrease in the share of children being raised by two parents.

As seen in both Figures 7.1 and 7.2, some of the trends in family structure and fertility appear to
have slowed or stabilized in the latter part of the 1990s, about the time welfare reform was
under way. Both the percentage of children living in two-parent families and the percentage of
births to unmarried women has been approximately constant since 1994. The overall trend
evident in Figure 7.1 is consistent with other recent analyses of family structure, with some
evidence that the relative changes in one- versus two-parent families is more pronounced for
families with lower income or less education, precisely the groups that are more likely to be
affected by welfare reform (Acs and Nelson, 2001; Dupree and Primus, 2001).

In the case of fertility, the leveling-off of the trend for nonmarital childbearing seen in Figure 7.2
has been accompanied by a decline in teen fertility rates during the 1990s (Martin et al., 2001).
For example, across all race and ethnic groups, the drop in teen fertility from 1991 to 2000 is
28.9 percent for 15-17-year-olds and 15.8 percent for 18-19-year-olds. Furthermore, the drop is
particularly large for blacks (40.3 percent and 23.6 percent for 15-17-year-olds and 17-19-year-
olds, respectively). However, some of the decline occurred in the early 1990s, before widespread
welfare reform efforts, raising questions about the role that reform played in reducing teen
fertility.

119
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These trends are suggestive that welfare reform may have had some impact on fertility and
family structure, and a number of provisions implemented by the states initially under section
1115 waivers and then TANF were designed to directly affect these outcomes. As noted in
Chapter 2, a number of states instituted family caps with the objective of reducing additional
childbearing for mothers already on welfare. Minor residency requirements are another feature
designed to make unwed teen childbearing less attractive. In addition, by eliminating
differences in eligibility for two-parent versus one-parent families (e.g., the “100-hour rule” and
work history requirement), states aimed to diminish any disincentive toward marriage
associated with welfare eligibility rules.®®

PRWORA’s emphasis on family structure outcomes was partially motivated by an extension of
the economic model of the effect of welfare programs developed in the earlier chapters. That
extension views women as considering the structure of welfare programs when making choices
not only about welfare and work, but also when making choices about family
structure—whether to have children, whether to marry the father, and whether to subsequently
divorce.

The theory’s implications follow from noting that welfare has primarily been paid to single
mothers, but not to childless women, nor (under most circumstances) to married women.*
Welfare therefore lowers the price of raising a child when unmarried relative both to not having
a child and relative to having a child and marrying (or not divorcing). Therefore, this model
suggests that any policy change that makes welfare relatively more attractive (e.g., higher
benefit levels or financial work incentives) will raise fertility (and especially nonmarital fertility)
and decrease marriage. Conversely, any policy change that makes welfare relatively less
attractive (e.g., a family cap, mandatory work-related activities, or time limits) will lower fertility
(and nonmarital fertility) and increase marriage. However, when such reforms are enacted
together, the combined effect on marriage and fertility is ambiguous.

These implications of economic theory assume that welfare is not available to married couples.
However, welfare was potentially available to married couples under the AFDC Unemployed
Parent (AFDC-UP) program and continues to be available under TANF. Making welfare
payments to married couples increases the incentive to have children, but lowers the
disincentive to marriage (Hu, 2000). As noted above, to further reduce the disincentives to be
married, most states have reduced or eliminated the differential treatment of two-parent
families under their TANF programs. For two reasons, however, the effects of the provisions of
such welfare programs for married women are likely to be small. First, most married couples
have income sufficiently high to make them income ineligible for welfare. Second, and perhaps
as a consequence, the AFDC-UP program (under TANF, two-parent programs) are quite small
in most states.

%The “100-hour rule” under AFDC required that, in addition to being financially eligible for benefits, the primary
wage-earner could work no more than 100 hours per month. To meet the work history requirement, the family also had
to show that the primary wage-earner had earned at least $50 in at least 6 of the last 13 calendar quarters or had been
eligible for unemployment compensation during the past year.

%ynder AFDC-UP, welfare was potentially available to two-parent families only when there was substantial previous
labor market experience (six of the last thirteen quarters, but less than 100 hours of work in the current month). This
condition made it unlikely that teens or young two-parent families would qualify.
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There are other mechanisms by which welfare reform may affect family structure. For example,
if welfare-to-work programs succeed in raising earnings and income, they might make women
more attractive spouses and, thus, raise the propensity to marry. At the same time, increased
work may limit the time available for searching for a marital partner; then again, interactions at
the workplace may ease marital search. As yet another example, low household income may
increase the emotional and financial strain on a marriage, so that welfare reforms that raise
total income might be expected to increase marriage and, in particular, to help those currently
married to stay married.

Although welfare reform was motivated in part by trends in marriage and fertility, these
outcomes are less well studied in both the experimental and econometric literatures. Of the
random assignment studies we review in this report, WRP, IMPACT, TSMF, FIP, New Hope, SSP
Plus, SSP Applicants, VIP/VIEW, PPI, and PIP do not analyze either marriage or fertility.
CWPDP, MFIP, and SSP examine only marriage, while AWWDP and FDP consider only fertility.
The remaining programs—L.A. Jobs-First GAIN, the 11 NEWWS programs, EMPOWER, ABC,
FTP, and Jobs First—analyze both outcomes. Two econometric studies consider either
marriage or living arrangements, while there are four econometric analyses of fertility.

Compared with the outcomes examined in Chapters 4, 5, and later in 8, the more limited
research on marriage and fertility can be attributed to several factors. First, although PRWORA
motivated reform in part by goals related to marriage and childbearing, many of the state
programs evaluated under waivers were designed more to influence work and welfare use.
Even so, a few of the programs that included family caps, minor residency requirements, and
changes in two-parent eligibility requirements do not evaluate either marriage or fertility (e.g.,
IMPACT and VIP/VIEW).

Second, unlike welfare use, employment and earnings, and some measures of income, marriage
and fertility behavior are harder to measure using administrative data (although this is the
source of information on fertility for FDP and AWWDP). Thus, those demonstration studies
that do not have participant surveys are less likely to consider these outcomes. Third, even
when resources are devoted to measuring these outcomes, changes in marital status and
additional childbearing while on welfare are relatively rare events and changes in behavior may
not be immediate, whether for the recipient generation or for the next generation of daughters
of the recipients. As a result, studies with short follow-up periods may be less likely to detect
significant changes in these outcomes. In addition, survey data often have smaller samples and
are subject to measurement error (e.g., recall bias and differential non-response), leading these
analyses to have lower power.> Consequently, these outcomes may not be included in impact
analyses, and when they are, there may be limited statistical power to detect significant changes
in behavior.

Fourth, the influence of welfare reform on marriage and fertility behavior is likely to affect
women who are not on welfare just as much, if not more, than those who are on welfare. While

57This use of survey data is in contrast to most of the analyses of the previous chapters (considering welfare use,
employment and earnings, and use of other government programs), but like most of the analyses in later chapters
(considering income, other measures of well-being, and child development). As discussed below, population level
analyses of fertility have access to Vital Statistics/birth certificate data. Like administrative data, birth certificate data
are available for the entire population (not just a sample), in every time period, and without recall bias. However, only
aggregate birth certificate data are available. No study has matched experimental data to individual-level birth
certificate data, so random assignment analyses cannot use these data.
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welfare reform may affect the likelihood that a woman on welfare has additional children or
gets married or stays married, it should also affect these decisions for women who are at risk of
welfare participation. For these women, welfare reform may affect their likelihood of entering
welfare. However, as noted in Chapter 3, conventional demonstration studies are not designed
to capture welfare entry effects, so they will miss this pathway by which reforms may affect
family structure. This is a significant limitation of the demonstration studies and stresses the
need for high-quality econometric studies.

The remainder of this chapter proceeds by considering first the random assignment studies and
then the econometric studies of family structure and its two primary components: marriage
and fertility. Since there is only one demonstration study with subgroup analyses of marriage
and fertility, we discuss these results along with the main results rather than in a separate
section (or in Appendix A). After discussing the random assignment and econometric studies in
turn, we proceed to a synthesis of the experimental and econometric evidence. The final
section offers our conclusions.

7.2. RANDOM ASSIGNMENT STUDIES OF THE EFFECTS OF WELFARE REFORM ON
FAMILY STRUCTURE

In this section, we consider the effects of random assignment studies on family structure,
namely marriage, household size, and fertility. As noted above, most of the demonstration
studies that consider these outcomes use survey data to assess whether a participant in the
treatment or control group has had an additional child since random assignment or the
participant’s marital status at the time of the follow-up survey. The follow-up interval ranges
from 18 months to five years.

In assessing current marital status, studies differ in whether they differentiate between those
who are married versus those who are married and living with their spouse. Some studies also
report impacts for cohabitation, separate from being married, or combined with those who are
married. A few studies also measure whether there was any change in marital status since
random assignment, given that the respondent may have married and subsequently become
separated, divorced, or widowed by the time of the follow-up. Finally, two studies measure
household composition in terms of household size and the number of adults and children.
Changes in household size may result from changes in marital status or additional childbearing,
but also for other reasons such as “doubling up” with other relatives or nonrelatives, or
departures of older children who move out of the household. Where possible, our discussion
focuses on marriage with a spouse present, the concept that most closely aligns with PRWORA’s
goals, but often only results for other outcomes (e.g., any cohabitation, marital or nonmarital)
are available.

Fertility is typically measured for the survey respondent, and the measure is whether the
respondent has had any children since random assignment. In one study, EMPOWER,
childbearing while on welfare is measured both for case heads and unwed minors in the welfare
case unit. That study and ABC also differentiate births since random assignment from
conceptions since random assignment (defined as births more than 10 months since random
assignment). For the other studies, some of the measured births may have been conceived
prior to the time when the program rules becoming effective.
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Finally, two studies use information from welfare data systems to measure children born to
study participants. However, recording of births in welfare data systems is incomplete. Current
welfare recipients have an incentive to report births. A reported birth will enable the child to be
enrolled in Medicaid, and, in the absence of a family cap, the family’s welfare payment will
increase. Births to mothers not receiving welfare are not recorded in any welfare data system.
This is an important limitation because PRWORA'’s interest in reducing out-of-wedlock
childbearing is not limited to births among welfare recipients.

In the remainder of this section, we focus first on the results for marriage and household size,
followed by the results for fertility. In both cases, we organize our discussion by the major
reform or reforms considered by the demonstrations.

7.2.1. Marriage and Household Size

Table 7.1 records the results for the random assignment studies that examine marriage and
household size. With the exception of Panel E, at least one study in each of the other policies or
groups of policies in Panels A to F examines a measure of marriage.

Programs That Focus on Financial Work Incentives

As seen in Panel A of Table 7.1, results for two programs that focus on financial work incentives
provide some evidence for an increase in marriage. Hu (2000) estimates the effects of the
CWPDP on marital status. While he finds no effect for AFDC-Basic (i.e., single parent) cases, he
finds that the experiment increased marriage for AFDC-UP cases. The effect appears to be the
result of less divorce. The interpretation of these results is, however, complicated by policy
bundling. The CWPDP waiver included a financial incentive; it also included a cut in the AFDC
benefit level (at zero earnings) and removed some of the restrictions on eligibility of two-parent
families (similar to those in MFIP discussed below). It is not clear which of the components of
the bundle caused the marital status effect.

MFIP-10 is a pure financial incentive program, and its financial work incentives were
deliberately designed to encourage marriage. Some restrictions on eligibility for two-parent
families were eliminated, and the treatment of stepparent earnings was liberalized. Consistent
with this intention, the experimental evaluation of the financial work incentives alone (i.e.,
MFIP-10) suggests that marriage increases. For single parent recipients, the fraction married at
the time of the 36-month follow-up interview is 11.0 percent in the treatment group versus 5.8
percent in the control group, a statistically significant difference of 5.2 percent. The impact is
also positive on the combined status of married or cohabiting, but the difference is not
significant. For single parent applicants, treatment group members are less likely to be
married—or married or cohabiting—but again the difference is not significant.

Programs That Focus on Financial Work Incentives Tied to Hours of Work

Among the programs that tied financial work incentives to hours of work, SSP is the only one
that assesses the impact on marriage behavior (Panel B of Table 7.1). The structure of SSP’s
incentives was specifically designed to lower disincentives to marry. Canada’s Income
Assistance program counts a husband’s income when calculating the welfare benefit. If the
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husband works, this will usually result in a lower benefit and thus would be expected to
discourage marriage. In contrast, SSP disregards income contributed by a husband or
common-law spouse when calculating the earnings supplement, thereby removing the
disincentive and encouraging marriage. However, the higher household income under SSP
(discussed further in Chapter 8) might have been expected to induce some women to choose to
live on their own, thus decreasing marriage.

SSP includes a measure of marital status as well as a broader measure that includes both formal
marriage and Canadian common-law relationships.® Using this combined marriage and
common-law relationship concept, SSP has insignificant impacts. Marriage is slightly less
common; common-law relationships are slightly more common; neither effect is statistically
different from zero.

The interpretation of the SSP results is, however, complicated by considering the two
provinces—British Columbia and New Brunswick—separately. For almost all outcomes
considered in the SSP evaluation, impacts do not differ significantly across the two provinces.
Marriage is the exception. Using the broad SSP definition, marriage significantly decreases in
British Columbia (by 3.1 percentage points, or 18 percent of the value for the control group);
while marriage significantly increases in New Brunswick (by 4.1 percentage points; or 20
percent). Using a narrow definition of marriage that excludes common law relationships, the
effect in British Columbia is still negative, but at p < 0.10 (but not at p < 0.05). The effect in New
Brunswick is still positive, but not statistically different from zero. The difference is significant
at p < 0.10, but not at p < 0.05.

Michalopoulos et al. (2000) discuss the possible reasons for the difference in results across
provinces. They note that the results within each province are robust across subgroups, so that
the small differences in baseline characteristics between the two provinces do not explain the
differences in impact. They also note that the impacts on income and full-time employment
were similar across the two provinces and the policy changes removing the marriage penalty
were identical.

They suggest two other plausible reasons for the divergence across provinces. A first reason
relates to the marriage market. During the period of the experiment, the unemployment rate
for men was considerably higher in New Brunswick than in British Columbia. They speculate
that these poor job prospects for men made the additional employment, earnings, and income
provided by SSP more attractive. It should be noted that this argument—that poor economic
prospects for men encourage them to marry—is the opposite of the standard argument that
marriage among American black women is low because there are few marriageable men
(Wilson and Neckerman, 1987). A second reason concerns cultural differences. New Brunswick
is more rural, and the majority is Catholic; British Columbia is more urban, and there are fewer
Catholics. With only two sites and nominally identical programs, more definite conclusions are
not possible. They conclude: “The opposite direction of impacts by province underscores the
importance of geographic and cultural context in translating employment and earnings
impacts into effects on family structure.”

®[n Canada, couples who live together for at least one year and are not legally married are considered common-law
partners, with rights that are akin to marriage (Michalopoulos et al., 2000).
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Programs That Focus on Mandatory Work-Related Activities

With one exception, the programs that evaluate mandatory work-related activities show no
significant impacts on the fraction married and living with their spouse as of the two-year
follow-up survey. As seen in Panel C of Table 7.1, the 12 insignificant impacts are evenly
divided in sign and most involve a small percentage point change. Only Riverside LFA has a
marginally (p < 0.10) statistically significant negative impact on the likelihood of being married.
For seven of the NEWSS sites, there are also five-year follow-up results. In none of them
(including Riverside LFA) can we reject the hypothesis of no effect. Again, the sites are divided
in sign and the point estimates are small.

Programs That Focus on Financial Work Incentives and Mandatory Work-Related
Activities

Among programs that combine financial work incentives with mandatory work-related
activities, only MFIP assesses the impact on marriage defined as marriage alone and a broader
measure that includes cohabitation (see Panel D of Table 7.1). For both urban single parent
recipients and applicants, the MFIP impacts on the narrow (marriage) and broad (cohabitation)
measures are positive, but none are statistically significant.®

In addition, the MFIP evaluation considered the impact of the full program on marriage for the
sample of two-parent families (results not shown). For that study sample, the MFIP
intervention increased the fraction remaining married by nearly 40 percent, from 48.3 percent
for the control group to 67.4 percent for the treatment group, and the result is statistically
significant. Analyses of other outcomes suggest that the effect is concentrated among those
married (rather than cohabiting) at random assignment and works partially through a drop in
the divorce rate (about 6.5 percentage points). The balance of the effect appears to be higher
rates of married couples living together. Furthermore, these results are confirmed and
strengthened by an analysis of official divorce records. Five years post-randomization, the
control group had a 20 percent divorce rate, while the experimental families had an 11 percent
divorce rate.

Finally, we note that these results are consistent with the MFIP-10 results that also find an effect
on marriage. Since the studies of mandatory work-related activities alone find no effect on
marriage, it seems reasonable to interpret the main MFIP results (including mandatory work-
related activities) as a financial incentive effect, lending more support to the inference that
financial work incentives increase marriage.

Slthough we rely throughout our analysis on MFIP results for the urban sample only, results for the pooled urban and
rural MFIP single-parent recipient sample show a somewhat larger positive marriage impact (10.6 percent currently
married and living with the spouse in the treatment group versus 7.0 percent in the control group), a difference of 3.6
percentage points that is statistically significant at the 5 percent level (Miller et al., 2000). There is no statistically
significant impact on the same measure for the pooled sample of urban and rural single-parent applicants (and the
impact estimate is actually negative). In contrast to the pooled result, the lack of significance for the subset of urban
single-parent recipients reported in Table 7.1 may be due to the small sample sizes (less than 400 in each of the
treatment and control groups).
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Programs That Focus on TANF-Like Bundles of Reforms

Finally, four of the programs that involve TANF-like bundles of reforms assess marriage and, in
two cases each, changes in marital status (EMPOWER and Jobs First) and household size (FTP
and Jobs First). The follow-up periods range from as little as four months (ABC, for those
entering latest) to four years (FTP). EMPOWER, FTP, and Jobs First have negative but
insignificant impacts on the likelihood of being married (or married and living with their
spouse). Changes in marital status in EMPOWER and Jobs First and are also insignificant. The
impact on household size is zero for FTP but small, positive, and significant for Jobs First, where
household size increases by 0.2 persons. Disaggregation by adults and children (not shown)
shows the increase is evenly split between the two types of household members.

ABC is the only study to show a statistically significant (p < 0.10) increase in marriage, and this
occurs even though the follow-up period averages 12 months, with a range from 4 to 19 months.
Analyses for subgroups show a significant positive impact on marriage for women under 25,
those who are capable of having additional children, those never married, and those with less
than 12 years of schooling. The differences between age and education groups are also
statistically significant. There are no significant impacts for subgroups defined by length of
prior welfare receipt. A broader measure that includes living with a spouse or the respondent
expects to marry shows no significant impact overall. For this broader measure of marriage and
marriage expectations, the only significant difference for subgroups is by education, again with
the least educated having the largest impact.

7.2.2. Fertility

Like marriage, with a few exceptions, the results for births since random assignment
summarized in Table 7.2 are small and insignificant. For this outcome, results are available
only for programs that focus on mandatory work-related activities, on family caps, and on
TANF-like bundles of reforms.

Programs That Focus on Mandatory Work-Related Activities

Of the 12 studies that focus on mandatory work-related activities, only Columbus Traditional
has a borderline statistically significant negative impact on births in the two years following
random assignment. Against the prediction of the theory, the signs of the impacts in the other
sites are more often positive than negative. For seven of the sites (but not Columbus), there are
also five-year follow-up results. For none of these sites can we reject the hypothesis of no effect.
Again, the signs are mixed, with more positive point estimates than negative point estimates.

Programs That Focus on Family Caps

Two experiments, FDP and AWWDP, evaluated a family cap. Both studies rely on
administrative data from the welfare system to identify births after random assignment. They
therefore analyze only the effect of the experiment on births while on welfare. This is a different
concept from that analyzed by the other studies of fertility effects.
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Table 7.2—Estimated Impact of Welfare Reform on Fertility: Random Assignment Studies

Fertility
Control
Name Cases served Data Measure mean ImEact %

A Programs that focus on Bhancial work incentives

B Progranas that foeus on Hinancial work incentives tied 1o hours of work

. Programs that locus on mandatory wark related activities

Single-parent

R had child since RA as of 2-yr

LA Jobs-1st GAIN recip_ients and S FU (%) 9.3 -0.2 -2.2%
applicants
R had child since RA as of 2-yr
! 4 . s
Recipients and ° FU (%) ° 02 o
Atlanta LFA applli’mms
R had new baby present in HH as
S of 5-yr FU (%) 124 -0.8 -6.5%
s  Rhad child since RA as of 2-yr 11.1 1.9 17.1%
. FU (%) ’ ) )
Grand Rapids LFA ;{;gl?clle:: and
R had new baby present in HH as
S of 5-yr FU (%) 21.7 0.9 4.1%
S E{?z(l%)chﬂd since RA as of 2-yr 12.7 02 -1.6%
Riverside LFA gggl?cl:;ltt: and
R had new baby present in HH as
S / 22.1 3.4 15.4%
of 5-yr FU (%) oA
Recipients and S %‘?%Chﬂd since RA as of 2-yr 107 -12 -11.2%
Portland applicants; no cases
\t;mail:iz;lsbstannal s Rhad new baby presentin HH as 207 53 -23.3%
of 5-yr FU (%) : : :
R had child since RA as of 2-yr
Recibionts and S Ty %) 6.4 14 21.9%
Atanta HCD Recipients an
R had new baby present in HH as
S of 5-yr FU (%) 12.4 0.1 0.8%
g  Rhad child since RA as of 2-yr 1L1 24 21.6%
. FU (%) ’ ’ ’
Grand Rapids HCD gggﬁ)clzgtt: and
R had new baby present in HH as
S of 5-yr FU (%) 21.7 0.5 2.3%
g  Rhad child since RA as of 2-yr 13.6 0.7 5.1%
. FU (%) g . .
Riverside HCD gg;‘ﬁ’c‘;‘;g and
R had new baby present in HH as
! 231 1. 4.
S of 5-yr FU (%) 3 0 3%
Columbus Integrated Recipients and S R had child since RA as of 2-yr 79 17 21.5%
applicants FU (%)
Columbus Traditional Recipients and s Rhad child since RA as of 2-yr 79 32 -40.5%
applicants FU (%)
Detroit Recipients and S R had child since RA as of 2-yr 123 26 21.1%
applicants FU (%)
Oklahoma City Applicants s Rhad child since RA as of 2-yr 14.9 0.7 47%

FU (%)
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Table 7.2—Continued
Fertility
Control
Name Cases served Data Measure mean Impact %
1), Proorams that focus on Hinancial work incentives and mandatory work related activitios
L Programs that tocus on other individual iefoms
AWWDP Recipients and A Avg. number of births since RA 0.16 0.0 12.5%
applicants as of 5-yr FU ) ’ )
Regression-projected likelihood
Recipients A of R having a child since RA as of 349 -3.2 % -9.2%
17-QFU (%)
FDP
Regression-projected likelihood
Applicants A of R having a child since RA as of 303 -3.7 ** -12.2%

17-QFU (%)

I' Dromames that tocus on TANE like bundle of reformis (e limigs with inaneial incentves, worke relared activities, or both)

Case head had child since RA as

- =
S of 3-yr FU (%) 18.0 1.0 5.6%
Case head conceived a child
11. .1 .
S since RA as of 3-yr FU (%) 3 0 0.9%
EMPOWER (a) Recipients
Unwed minor had child since -
S RAas of 3-yr FU (%) 4.0 24 -60.0%
Unwed minor conceived a child *
S sinceRAas of 3-yr FU (%) 29 18 -62.1%
Single parent . oy
ABC recipients and S ;ﬁﬁ?gﬂg‘;ﬁ%‘i since RA as 138 -03 2.2%
applicants
FTP Recipients and S R had child since RA as of 4-yr 227 1.2 5.3%
applicants FU (%)
S {:{él?(;i)child since RA as of 18-mo 243 02 0.8%
- ()
Jobs First et and
S R had child since RA as of 3-yr 20.7 01 0.5%
FU (%)
NOTES:

For full program names and citations, see Table 3.4. Abbreviations: A=administrative data; S=survey
data; FU=follow-up; HH=household; R=respondent; RA=random assignment.

* = statistically significant at the 10 percent level; ** = statistically significant at the 5 percent level; *** =
statistically significant at the 1 percent level.

(a) Phoenix site onlv, cash assistance.
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Like the results for other outcomes (e.g., welfare use and earnings), the evaluation of the
AWWDP in Arkansas finds no effect on fertility. In addition, there was no statistically significant
effect on participation in family planning or use of birth control. However, several
methodological issues suggest caution in interpreting these findings. First, the sample size
used for the analysis of fertility is very small: the researchers use a 5 percent random subsample
of the population available for study. Thus, for their analysis of births, the samples sizes in the
treatment and control groups are 86 and 88, respectively. Such small samples make it difficult
to detect even moderate sized effects.

Second, the AWWDP evaluators report that “a substantial portion of workers explained the cap
on benefits to clients in both the experimental and control groups” (Turturro, Benda, and
Turney, 1997, p. 2). Itis therefore not surprising that the family cap appears to have been only
poorly understood. In a small survey of study participants (N = 102}, about half did not know
how their benefits would change with an additional child (45.7 in the experimental group
versus 51.8 percent in the control group). Inasmuch as members of the control group believed
that they were subject to the family cap, the experiment will underestimate its true effect.

Results for New Jersey are quite different. In New Jersey, the family cap was instituted as part of
FDP, a wide-ranging waiver package including enhanced welfare-to-work services, financial
work incentives, transitional Medicaid, and elimination of some marriage penalties.
Comparisons of the experimental and control groups imply that for recipients the entire
package of reforms led to a statistically significant decline in fertility of 9 percent, but there was
no effect on abortion (not shown). For applicants, FDP resulted in a statistically significant 12
percent decline in fertility. In addition, abortions increased 14 percent, but this effect appears
to be concentrated in the early months of the experiment, with convergence by the end of the
analysis period (1996, four years later).

The experimental analysis of FDP also found effects on family planning. Survey questions
indicate that, compared to those in the control group, those in the treatment group were 4
percentage points more likely to use family planning in the last year (30.9 percent versus 26.6
percent). Regression analyses of sterilization and family planning visits from Medicaid files are
also consistent with a moderate to large effect on fertility practices, and the timing of these
effects is also plausible.

Like AWWDP, however, methodological issues suggest concern in interpreting the findings.
First, randomization does not appear to have been performed properly. More than one-quarter
of case workers admitted to evaluators that they used discretion when making assignments to
the treatment and control groups (Camasso et al.,, 1996). Second, like the Arkansas
demonstration, the FDP client survey suggests that understanding of the program was very
poor.® Combining the groups that reported either that their cash benefits would not increase
or that none of their benefits (including food stamps and Medicaid) would increase, survey
results suggest that only 3.5 percent more of the experimental group believed that the cash
benefit would not increase with the birth of a new child.

80 addition, a small number of cases (21, well under 1 percent of the control cases) were informed that they were
subject to the family cap when they were not.
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If understanding of the program was truly this weak, then the large fertility and abortion effects
that were found are surprising. Poor recipient understanding of the family cap would be
expected to bias the effects of the program downward relative to more complete understanding.
These results would then imply even larger effects when the program was understood. Another
interpretation is possible. FDP was broader than the family cap. It also involved an enhanced
earnings disregard, enhanced case management, and relaxation of the marriage penalty. Thus,
even if recipients did not understand the family cap, fertility effects might have resulted from
these other program components.

Nevertheless, less than perfect understanding by the treatment and control groups of the
policies that applied to them would still lead to a downward bias in the estimated program
impact. Partially to address this concern, the New Jersey evaluation also conducted a before-
and-after econometric analysis. In particular, again using the administrative data, Camasso et
al. (1999) estimated a standard regression model for fertility with controls for demographic
characteristics (e.g., age, marital status, education, and number of children), earnings, history
of AFDC use, the unemployment rate, the FDP participation rate, county dummies, and a linear
time trend. The effect of FDP was estimated as the deviation from the time trend implied by
this regression model. Again, large negative effects of FDP on fertility were detected, as were
moderate positive effects on abortions. Note, however, that by our standards for judging
observational studies, this is a weak design. If fertility began to decline (or the decline
accelerated) nationally for welfare recipients (as Figure 7.1 suggests), this approach would have
attributed that decline to FDP. A stronger design would have included some form of control for
trends in other states (which did not implement a family cap); however, as a New Jersey-
specific evaluation, the evaluators did not have easy access to such data.

Programs That Focus on TANF-Like Bundles of Reforms

The four programs that focus on TANF-like bundles of reforms all find small and insignificant
impacts on births or conceptions for the recipient for a follow-up interval ranging from four
months (ABC) to four years (FTP). Three of the six impact estimates are negative. ABC also
included an analysis of fertility desires (results not shown) by asking whether the respondent
wants to have more children. Overall the impact estimate is negative but insignificant.
Subgroup analyses for ABC showed a significant reduction in conceptions only for those on
welfare between one and two years in the past five years. There was also a significant negative
impact on fertility desires for this subgroup. In addition, the impact on fertility desires was
significantly negative for women age 25 and above and for those ever married.

EMPOWER also measures births and conceptions for unwed minors and finds statistically
significant negative impacts for both measures. As seen in Table 3.5, EMPOWER’s reforms
included a family cap, as well as a minor residency requirement and a provision removing the
exemption from JOBS participation for teens under age 16 (those age 13 and above must now
participate). Because these three reforms are bundled with the program’s other reforms; it is
not possible to ascribe the reduction in unwed teen fertility to these specific policies. It is also
worth noting that the control group in EMPOWER became subject to the treatment group
provisions two years into the three-year follow-up period. Thus, some of the measured impact
of the EMPOWER reforms on adult and teen fertility may have been diluted by the control-
group Crossover.
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7.3. ECONOMETRIC ANALYSES OF THE EFFECTS OF WELFARE REFORM ON
FAMILY STRUCTURE

The effects of waivers and TANF on family structure have also been explored using econometric
methods. As noted earlier, since welfare reform’s effect on family structure may be expected to
operate primarily through entry effects that are not captured by random assignment studies,
econometric approaches are likely to be more appropriate.

Table 7.3 summarizes the results of the two econometric studies that consider marriage and
living arrangements using CPS data, and all but one of the studies considering fertility and
abortion. Table 7.4 provides additional results from another study of a fertility outcome—the
nonmarital fertility ratio. We begin by discussing results for marriage and living arrangements,
followed by those for fertility.

7.3.1. Marriage and Living Arrangements

Schoeni and Blank (2000) consider the propensity to be married and the propensity to be a
female head of household using the March CPS. (See the discussion of their analyses of other
outcomes in earlier chapters.) As seen in Section A of Table 7.3, their DoD specification
suggests that for high school dropouts, any implemented waiver increases marriage (by about 2
percentage points) and depresses female headship (also by about 2 percentage points). For
those with exactly 12 years of schooling, waivers have a significant negative effect on marriage
(not what would be expected) and a positive (but not statistically significant) effect on female
headship. For those with more than 12 years of schooling, waivers again have a significant
positive effect on marriage, but not female headship.

They also estimate the effect of TANF using interstate variation in the date of implementation of
each state’s TANF program. These models show almost no significant effect of TANF on
marriage or female headship. The only exception is a 2 percentage-point increase in female
headship for those with more than a high school diploma (not shown in the tables). There is
also a small (less than 1 percent), but statistically insignificant, increase in marriage, although
in alternative specifications there is a small, but statistically significant (at the 10 percent level),
negative effect on marriage (the opposite of the expected sign).

Bitler, Gelbach, and Hoynes (2001) use the March CPS to explore the effect of welfare reform on
living arrangements (Panel B of Table 7.3). In addition to the possibility that welfare reform
might increase marriage, they hypothesize that welfare reform might also increase “doubling
up” (i.e., moving in with other relatives, such as an aunt or grandmother of the children).
Consistent with their hypothesis, they find evidence that welfare waivers increase several
measures of doubling up: The number of persons in the household (at the 5 percent level), the
number of children (only at 10 percent level), the number of families, the number of females,
the number of males (only at the 10 percent level), and the number of “families” with kids (p <
0.05).

Related research (not shown in Table 7.3) also contributes to our understanding of the potential
impact of welfare reform on marriage. Rosenbaum (2000) takes a more structural approach to
the effect of government policies—including waivers, but primarily the EITC—on marriage
(similar to that of Meyer and Rosenbaum, 2000, on employment). Using both the CPS and the
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SIPP, he finds strong effects of financial work incentives on marriage. A $1,000 marriage
penalty from a combination of welfare and taxes (including the EITC) decreases the fraction of
women married by about 5 percentage points, and the effects appear to be concentrated in
entries into marriage, not exits from marriage. He also considers three explicit reform
measures—(1) any waiver application, (2) a broadly defined time limit combining what we refer
to as “time limits” (leading to a decrease in or termination of the welfare benefit) and what we
refer to as “work triggers” (leading to a requirement for work or participation in a welfare-to-
work activity), and (3) a binding time limit (i.e., benefits have been cut because at least some
recipients have reached what we refer to as a “time limit”). Only one of the waiver proxies
significantly affects marriage rates, and only in the CPS specification (not the SIPP
specification). Moreover, the estimated effect is contrary to expectation: A time limit is
estimated to lower marriage rates. Similarly, in the SIPP models of entry to and exit from
welfare, a time limit counterintuitively lowers the probability of entry into marriage.
Rosenbaum notes that these results appear to be quite sensitive to the details of the
specification, suggesting caution in using these results for policy.

Ellwood (2000) uses CPS data from 1986 to 1998 (mostly the waiver period) to explore the effect
of public policy on marriage. He parameterizes states by the “aggressive[ness] of welfare
reform policies” but finds no effect of either the EITC or welfare policy on marital status.

Finally, two studies have explored the effect of child support enforcement on marital status.
The theoretically expected effect is ambiguous. Better child support enforcement makes
divorce more attractive for mothers, but less attractive for fathers. The interactions with the
welfare system are complicated. Under the baseline AFDC rules, mothers kept only the first $50
of child support paid and the possibility of under-the-table payments further complicates the
analysis. In net, Nixon (1997) argues that the deterrent effect on divorce is likely to be larger.

Nixon (1997) estimates the effect using cross-sectional variation from two March-April CPS
matches. She finds a negative and robust, but small, effect of child support enforcement. For
the largest of her proxies, a 1 percent increase in child support enforcement only decreases the
probability of divorce by 0.16 percent (or, assuming linearity, a 10 percent increase would
decrease the probability of divorce by 1.6 percent). Even given the baseline divorce rate of 12
percent, this is not a large effect. Note, however, that with only two years of CPS data, Nixon
does not have sufficient variation to estimate a full DoD specification. As discussed in Chapter
3, her analysis is thus potentially biased by unmeasured state-specific characteristics that are
correlated with the policies implemented.

Heim (2001) explores the effect of child support enforcement on the annual state-specific
divorce rate using Vital Statistics data for 1989 to 1995. These data allow him to include a full
DoD specification (i.e., fixed effects for state and year). He specifies five proxies for child
support enforcement, child support collections, paternity establishment, efforts to find fathers,
and average child support orders. Like Nixon, when no state fixed effects are included, child
support enforcement is found to decrease divorce. However, once state fixed effects are
included, there is no statistically significant effect of child support enforcement on divorce.
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7.3.2. Fertility

Four econometric studies explore the effect of welfare reform on fertility (see Panel C of Table
7.3 and Table 7.4). Kearney (2001) estimates the effect of the family cap using DoD methods
(with state-specific time trends) and birth certificate data. She finds no systematic effect of the
family cap (see Panel C of Table 7.3). The point estimate is very small as is the standard error,
so that the basic analysis can reject an effect of even 0.5 percent. This conclusion is robust to
the inclusion of state-specific time trends, alternative coding of the family cap, alternative
timing of the effect on fertility, using the birth rate rather than the number of births, and the
inclusion of lead effects (which as expected are zero). Analyses by parity, race-ethnicity, and
age (not shown) also show no consistent evidence for an effect of the family cap. In
specifications that disaggregate by race, education, marital status, and parity, the point
estimates for additional births to high school dropouts age 20 to 34 are positive and significant
for blacks (p < 0.10) and whites (p < 0.01) for both marital and nonmarital births but not
significant for other groups (high school graduates and first births). Estimates for teenagers are
positive and significant (p<0.01) for additional births to unmarried blacks, but insignificant for
the other groups (first births to unmarried blacks, married blacks, and whites).

While not the primary focus of her analysis, Kearney includes dummy variables for any waiver
and time limits in some of her models. Like the results for the family cap, her results provide no
evidence of an effect of either any waiver or a time limit on fertility. The point estimates are
small and not significantly different from zero.

Levine (2001) estimates DoD models of births and birth rates using Vital Statistics data. His
basic models including state-specific time trends suggest that welfare reform as a bundle
decreases the birth rate by about 3 percent (and is highly significant). However, if this result
were causal, we would expect it to be larger for the less educated, who are more likely to receive
welfare. Levine, however, finds the effect is constant or grows with education. Thus, this
pattern across subgroups suggests caution in interpreting the estimated negative effect as
causal. Levine also considers the effect of the family cap. In his models with state-specific time
trends, he finds that, contrary to the theory, the family cap raises fertility (and the effect is
clearly statistically significant), and the effect is consistent across the age, education, and parity
subgroups. Finally, Levine uses the same methods and Alan Guttmacher Institute data on
abortions (see Panel D of Table 7.3). He finds no evidence of an effect of any waiver or a time
limit on the abortion rate. Furthermore, these results are consistent with disaggregation by age.
The data do not allow disaggregation by education or parity.

Kaushal and Kaestner (2001) use CPS data to estimate the effect of time limits, the family cap,
and welfare reform as a bundle (characterized as “low intensity,” “medium intensity,” and
“high intensity”). Their estimates can be interpreted as a restricted difference-of-difference-of-
differences (DoDoD) specification; they include year and state fixed effects, and they interact
the policy with a dummy variable for the population assumed to be most affected by welfare
reform.8! Their first affected group is appropriate for considering effects of fertility potentially
leading to welfare entry. It consists of unmarried women with 12 or fewer years of education,

6lyith three levels, the full DoDoD specification would include not merely state and year fixed effects, but a fixed effect
for every state-year combination. They do estimate that model.
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with two alternative corresponding unaffected groups—married women with 12 or fewer years
of education and unmarried women with an associate degree. Their second affected group is
appropriate for considering the effects of a family cap on subsequent fertility. It considers
unmarried women with at least one child and 12 or fewer years of schooling, with two
alternative corresponding unaffected groups—married women with children and 12 or fewer
years of schooling and unmarried women with children and an associate degree. Their findings
are not consistent with an effect of welfare reform on fertility. Across each of the individual
policies they consider—time limits and family caps—and across each of the four comparison
groups they consider, they find no statistically significant effect.

Kaushal and Kaestner do find effects of reform bundles, but the sign patterns are difficult to
interpret. The theory suggests that reform should lower fertility. However, the only statistically
significant negative effect is for low-intensity reforms and then only for the first comparison
group. If there were truly an effect of reform, we would expect to find larger (in absolute value)
effects with more-intensive reforms. Kaushal and Kaestner, however, find no statistically
significant effect of medium-intensity reforms. Furthermore, against the theory, for their first
and second comparison groups high-intensity reforms increase fertility (p < 0.05 and p < 0.10,
respectively).

Finally, Horvath and Peters (1999) explore the effect of waivers on a different outcome (see
Table 7.4). While the previously discussed studies analyze fertility (number of births or the
birth rate), Horvath and Peters analyze the nonmarital fertility ratio, defined as the fraction of
births that are to unmarried women. They compute the marital fertility ratio from Vital
Statistics data (i.e., from birth certificates), and their models include state and year fixed effects.
As seen in Table 7.4, they find that any implemented waiver decreases the nonmarital fertility
ratio in all subgroups, teenagers and nonteenagers, whites and blacks. In almost all
specifications, the effect is statistically significant at the 5 percent level or better.

They also present results for the impact of specific waiver policies on the nonmarital birth ratio.
Family caps are estimated to lower the nonmarital fertility rate among teenagers by 6
percentage points for whites and 2 percentage points for blacks; for adults age 20 and above,
the corresponding effects for whites and blacks are 2 and 4 percentage points. With the
exception of the black teenager effect (significant at the 10 percent level), these effects are
statistically significant at the 5 percent level.

These results for the effects of the family cap diverge from those found in the other
observational studies. One possible explanation is that Horvath and Peters analyze the
nonmarital fertility ratio, while the other studies analyze births or the birth rate. Kearney
(personal communication 3/12/02) reports that when she applies her basic models to the
nonmarital fertility rate, she does not find an effect of the family cap. Thus, it seems unlikely
that the different outcome explains the divergence. Kearney also notes that Horvath and Peters
do not appear to have adjusted for changes in the coding of marital status during this period,
and that their coding of waivers differs substantially from those used in other studies.

Horvath and Peters also find effects for other specific waivers. The magnitudes are often even
larger than these effects for the family cap, but they sometimes have the opposite of the
expected sign. Consistent with the expectation, time limit waivers decrease the nonmarital
fertility ratio by 10 percentage points for teenagers, and 5 percentage points for black adults.
AFDC-UP expansion waivers also decrease the nonmarital fertility ratio, especially for teenagers
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and especially for white teens (effects as high as 8 percent). Waivers to strengthen child support
raise the nonmarital fertility ratio (by 2 to 4 percentage points for adults and teens,
respectively). This would be the expected sign if women were now more confident of support
from the father; but not if fathers were now more cautious about conceiving a child. Counter to
intuition, however, minor parent provisions are estimated to raise the nonmarital fertility ratio
by over 10 percentage points, with effects that are statistically significant at the 5 percent level
or better. Finally, work requirement waivers, benefit structure waivers, and school attendance
and performance requirement waivers appear to have no effect (almost all the estimated effects
are statistically insignificant and small in magnitude).

7.4. EVALUATING THE EFFECTS OF WELFARE REFORM ON FAMILY STRUCTURE

In this section we synthesize the findings from experimental and econometric studies that aim
to measure the impact of welfare reform on marriage and fertility, the two outcomes that are
the focus of the bulk of the studies that consider family structure impacts. We first discuss
impacts for specific reform policies, and then for welfare reform as a bundle.

7.4.1. Effects of Specific Reforms

The demonstration studies provide the strongest basis for assessing the impact of specific
reforms on the family structure decisions of current recipients (but not on potential entrants);
yet, the reform policies that can be evaluated are somewhat limited. Strong financial work
incentives alone and, when tied to hours worked, or in combination with mandatory work-
related activities, have only been evaluated in terms of their impact on marriage. None of the
demonstrations that combine weaker incentives with work requirements consider either
marriage or fertility. While programs with TANF-like bundles of reforms have evaluated both
marriage and fertility, they do not allow us to draw solid inferences about the marginal
contribution of the time-limit feature. As might be expected, family caps have only been
evaluated in terms of their impact on fertility, but as the earlier discussion reveals, the studies
with this focus have a number of potential flaws. It is striking that we have the most evidence
regarding the impact of work requirements on marriage and fertility since these policies might
be expected to have the weakest impact on these outcomes, and the evidence indeed bears this
out.

Marriage

Based on the results presented in Section 7.2, there does not appear to be any effect of
mandatory work-related activities on marriage. The fact that nearly all the impact estimates are
statistically insignificant and almost evenly divided in their sign suggests that work activity
requirements alone have no effect on marriage rates.

The findings from the studies that evaluate the impact of financial work incentives present a
number of puzzles. The findings for MFIP provide some evidence that financial work incentives
can raise marriage, but these findings are not consistent for recipients and applicants, and there
are differences when the program is limited to the financial work incentives component. In
interpreting the MFIP findings, it is important to note that MFIP did more than simply enhance
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the financial work incentives of the welfare program. It also broadened eligibility for AFDC-UP
and changed the treatment of stepparent earnings.

The MFIP-IO results suggest that strong financial work incentives alone may raise marriage
rates, at least for recipients. When combined with mandatory work requirements, MFIP still
produces positive impacts on marriage, for both recipients and applicants, but they are no
longer statistically significant. In addition, the two-parent sample in MFIP demonstrated a
large and significant impact on the likelihood of staying married. For the MFIP two-parent
sample, almost all these cases had a married spouse present at the time of randomization. The
control group means suggest that three years later, less than half are still married. Thus, there is
considerable potential for improvement simply by maintaining the current marital status. In
contrast, while there is considerable scope for improving marriage rates among the one-parent
cases, such an improvement would require a change in marital status (rather than simply
maintaining the previous status).

Another puzzle is associated with the findings for SSP. In that case, there is no significant
impact on marriage for the pooled sample, but significant and opposing effects for the two
study areas, British Columbia and New Brunswick. (Unlike MFIP, there are no two-parent
results for SSP.)

As a whole, these results suggest the possibility that financial work incentives alone or in
combination with mandatory work-related activities may both promote marriage and
discourage divorce. There is, however, evidence in the opposite direction from British
Columbia. Given the prominent role of marriage in PRWORA, additional random assignment
evaluation of the effect of financial work incentives on marriage seems warranted.

Fertility

As with marriage, it appears that there is no impact of mandatory work-related activities on
fertility behavior. The individual point estimates are not statistically different from zero, and
they are of both signs.

In contrast to financial work incentives, work requirements, and time limits, family caps were
instituted with the express goal of reducing subsequent childbearing for those already on aid.
Here also, the evidence is mixed. One experimental study (AWWDP) finds no effect; another
(FDP) finds a large negative effect. One observational study (Horvath and Peters, 1999) finds a
decrease in the fraction of births that are nonmarital; three other studies find no effect
(Kearney, 2001; Kaushal and Kaestner, 2001; Levine, 2001).

The quality of the studies that evaluate family caps is not uniform. While random assignment
usually yields robust estimates of policy effects, the methodological issues surrounding the two
random assignment analyses of family caps are so severe as to require that those results be
strongly discounted. Among the observational studies, Horvath and Peters (1999) appear to be
the outlier, and Kearney does not find an effect even when she uses the nonmarital fertility
ratio. Thus, the available evidence appears to be inconsistent with an effect of the family cap on
fertility.
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7.4.2. Effects of Reform as a Bundle

The econometric studies and random assignment studies that evaluate TANF-like bundles of
reform present a mixed picture of the overall effect of welfare reform on marriage. The
econometric studies summarized in Section 7.3 generally suggest that welfare reform as a
bundle increases marriage. The econometric studies provide evidence of both negative and
positive effects, again typically small in magnitude. Of these studies, only ABC finds a positive
impact on marriage, and it is marginally statistically significant. This is also the only study to
look at subgroup differences and provides some indication that the positive impacts for
marriage may be strongest for younger, less educated women who have yet to marry as of
random assignment.

It is not clear why ABC’s findings differ from either FTP or Jobs First with which it is most
directly comparable. FTP and Jobs First share similar and sometimes stricter features with ABC
(for example, the shorter time limit in Jobs First), although the sanctions in ABC may be viewed
as stronger and the financial incentives weaker. In terms of other areas of program impact, ABC
and Jobs First had similar impacts on earnings (see Table 5.1). As we will see next in Chapter 8,
ABC had no impact on a broader measure of income. In contrast, FTP and Jobs First each have
sizeable positive impacts, at least prior to time limits becoming binding (see Table 8.1). The
absence of any income gains in ABC may provide part of the explanation. In fact, Fein (1999)
associates the positive marriage impact for ABC with work requirements and strong sanctions
that placed pressure on women to find alternative sources of income support. If FTP and Jobs
First allowed women to increase income on their own, at least prior to time limits setting in,
they may depress marriage rates relative to a program like ABC, which has no impact on
recipient income.

The evidence on fertility is also mixed. The evidence from econometric studies with respect to
reform as a bundle is not consistent, with studies suggesting no effect or a negative impact. As
we have discussed in other chapters, the lack of statistically significant impacts for TANF as a
bundle on family structure may be the result of limited variation in the timing of the
implementation of TANF across states. When models include state and year fixed effects, there
is too little variation left to precisely estimate TANF effects.

The random assignment studies that evaluate TANF-like bundles of reform also find no
consistent impact on fertility, with a mixture of positive and negative insignificant impacts for
the case head. The one exception is the statistically significant negative impact on births and
conceptions to unwed minors found in EMPOWER. Arizona had other reforms that may
explain the fertility impact for minors, namely a family cap, a minor residency requirement, and
arequirement for teen JOBS participation. However, the separate impact of these provisions is
not known.

7.5. CONCLUSIONS

TANF and the welfare reforms under waivers in the pre-TANF period aimed specifically to
change family formation—to increase marriage, to decrease separation or divorce, and to
decrease nonmarital fertility. Unfortunately, with the exception of mandatory work-related
activities, the research base is comparatively weaker than for outcomes considered in earlier
chapters. We, therefore, are more limited in our ability to draw firm conclusions about the
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impact of specific reform policies or welfare reform as a bundle on family structure.
Furthermore, marriage and fertility may be two outcomes where the impact of welfare reform
policies will be more pronounced over a longer horizon than what is available with most of our
current research base.

In terms of marriage, the evidence from both random assignment and econometric studies is
insufficient to draw any conclusions about the effect of welfare reform as a bundle. In terms of
specific policy reforms, the experimental studies are quite clear that there is no effect of
programs that focus on work-related activities. There is some suggestive evidence from MFIP
that programs that provide generous financial work incentives, either alone or with work
requirements, may increase marriage or keep existing marriages intact. However, the mixed
results for the Canadian SSP suggest caution in interpreting the MFIP results. The contrast
with the earlier Negative Income Tax Experiments suggests that those interested in affecting
marital status through welfare policy give careful consideration to the relative attractiveness of
welfare programs for one-parent and two-parent cases. Relevant program features may include
who keeps the benefits if the marriage breaks up and how a new partner’s earnings (perhaps
not the father of the child) would affect the benefit received.

Likewise, for fertility, the evidence on whether there is an effect of welfare as a bundle on
fertility is inconclusive, and the demonstration studies are quite clear that there is no effect of
work-related activities programs. There is no basis for evaluating the effect of financial work
incentives alone or in combination with mandated work-related activities on fertility. The
available evidence on the family cap is limited and contradictory, but the best of the studies
finds no effect.
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