Chapter Eight
INCOME AND POVERTY

8.1. BACKGROUND

As we move from the topics covered by the prior four chapters—welfare participation,
participation in other social welfare programs, labor market outcomes, and fertility and
marriage—to the focus of this chapter—income and poverty—we begin to consider the broader
impacts of welfare reform on families and children. (Other outcomes that also capture broader
concepts of well-being, such as material well-being and child well-being, are covered in
subsequent chapters.) Income is one gauge of a family’s command over resources, and poverty
is one widely used metric to identify the fraction of families with resources below a specified
needs standard. Thus, for some, these outcomes are among the most important to consider
when evaluating the effects of welfare reform.

The impact of welfare reform on income and poverty will be determined, in part, by the effects
on the outcomes covered in Chapters 4, 5, and 6. The two most significant sources of income
for low-income families with children are earnings and cash transfers from means-tested social
welfare programs. If welfare reform raises both income sources, we would expect total family
income to increase and poverty rates to fall. Conversely, income would rise and poverty would
fall if welfare reform increased earnings and transfer payments. The relationship will not be
exact because other sources of income (e.g., earnings from other family members; other non-
means-tested public transfers, such as unemployment insurance or disability payments; or
private transfers, such as child support payments) may increase or decrease as well, thereby
reinforcing or undoing the contribution of changes in earnings and means-tested programs to
the changes in income and poverty. In addition, if some policies work to lower dependence on
welfare while others raise earnings from work, incomes may rise or fall depending on which
change is greatest.

Whether poverty rates change depends on where in the income distribution any income
changes take place. If income changes are small or occur only among those already above or
below the poverty line, then the poverty rate would remain unchanged. Alternatively, income
changes may be small on average but still lead to changes in the proportion of families
classified as poor. For example, small increases in income may be associated with reductions in
poverty if the income gains occur among those with incomes near the poverty threshold.

Considering only the trends in income levels and poverty rates for the population at risk of
welfare utilization (i.e., female-headed households), we find that the trends since welfare
reform are quite favorable. Figure 8.1 plots the levels of annual earnings and annual income
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(measured off the left y-axis) and the rates of poverty and welfare utilization (measured off the
right y-axis) for female-headed families between 1990 and 1999. As discussed in earlier
chapters, the welfare participation rate has been steadily declining since the mid-1990s, and
earnings have been on an upward trajectory over the same period. Total family income shows
the same pattern as earnings, indicating that the earnings increases have been large enough to
offset the decline in welfare benefits (or that other income sources have increased).®? The
income gains have resulted in a decline in the poverty rate for female-headed families, which in
1999 stood at its lowest level—35.7 percent—since 1959. The child poverty rate has also fallen
over this period (Haskins, 2001).

A more focused look at the welfare population, and those who leave welfare, suggests that this
positive assessment on average may not tell the whole story. Data from the eight USDHHS-
funded welfare leaver studies with survey data on household income indicate that post-exit
incomes remain relatively low both soon after leaving welfare (6-8 months) and also after more
time has passed (26-34 months)—in the range of $1,000 to $1,500 per month (USDHHS,
2001a).8 Over one-half of the sample (57 to 58 percent) of leavers in two states and one county
(Missouri and Washington, and Cuyahoga County, Ohio) were classified as poor after leaving
welfare, in both the short time horizon (6-8 months) and longer time horizon (26-34 months),
although this was lower than the rate of poverty for the stayers as calculated with data for
Washington State.®* The post-exit poverty rate was somewhat lower in lowa: 47 percent based
on cash income, and 41 percent including the value of food stamp benefits.

There is also some evidence from these leaver studies that those whose income is above the
poverty line after leaving welfare would still be considered “near poor,” although some may be
better off than they appear once the full range of support available to the working poor are
taken into account (e.g., Medicaid, food stamps, child care, and EITC) (Haskins, 2001). At the
same time, there is a small- to moderate-sized group that has very low income after leaving
welfare, even accounting for these forms of support which they may or may not take advantage
of. As would be expected, most income (70-80 percent) derives from the earnings of the former
recipient or other family members.

A comparison of an early cohort of leavers in Wisconsin (1995) with a cohort that left two years
later, shows that the later cohort—which had more barriers to work—had lower earnings and
higher poverty rates after leaving welfare than the earlier cohort of leavers (Cancian et al., 2000).
By comparing outcomes prior to welfare exit with those after welfare exit, Cancian et al. (2000)
find that nearly two-thirds of leavers in both the early and late cohorts had higher earnings in
the year after welfare exit, but only one-third had higher combined income from their own work
and public assistance benefits in the post-exit period. Thus, the earnings gains were not
sufficient to offset the loss of welfare benefits for most leavers. (The impact on earnings of
other household members is not known in this study.) For both cohorts, poverty rates based on
combined recipient income were above 65 percent in the year after exit. The early cohort,

62[1askins (2001) also documents similar trends for single mothers with children.

830f the USDHHS-funded leaver studies, only those conducted in five states (Arizona, Illinois, Iowa, Missouri, and
Washington), the District of Columbia, and two counties (Cuyahoga, Ohio, and San Mateo, California) collected
information on income. Poverty rates were constructed only for Iowa, Missouri, Washington State, and Cuyahoga
County.

®1Similar evidence is obtained from other recent reviews of leaver studies (see, e.g., Loprest, 1999; GAO, 1999c; and
Cancian et al., 1999a).
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which could be tracked over three years post-exit, did show a modest improvement in own
income and poverty rates over time.

While the leaver studies provide a useful perspective on the experiences of those who left
welfare at a particular point in time, they are not designed to assess the contribution that
welfare reform made to the observed changes. To what extent are the changes observed in the
national data or those captured in the leaver studies the direct result of the welfare reforms that
began with waivers and continued as part of PRWORA? Like the other outcomes we have
considered thus far, confounding factors such as the economy and other policy changes (e.g.,
the minimum wage and EITC) may have contributed to the observed changes. Thus, our goal in
this chapter is to assess what we know about the effects of welfare reform on income and
poverty after accounting for these and other confounding factors.

The causal impact of welfare reform on income and poverty has been evaluated using both
experimental and econometric evidence. These two outcomes typically cannot be measured
accurately by relying solely on administrative data, so both experimental and observational
studies also rely on survey data to construct measures of income and to calculate poverty rates.
Conceptually, the ideal income measure would capture all sources available to the recipient in
her own name, as well as sources available through income pooled at the family or household
level. Those income sources would include earnings, cash and noncash government means-
tested transfers (e.g., welfare, food stamps, Supplemental Security Income, general assistance,
and Medicaid), other government transfers (e.g., unemployment insurance, disability
insurance, Social Security), private transfers (e.g., child support or alimony), and income from
assets (e.g., interest and dividends). Income would also be measured net of taxes paid and tax
credits received (e.g., EITC).® Family income is typically defined as all income sources for the
unit of individuals who are related by blood, marriage, or adoption. A cohabiting partner of the
recipient might be considered part of the family group as well, especially if income is pooled.
To the extent that income pooling occurs within the household, between related or unrelated
individuals—for example, in a three-generation household—the income for the entire
household would be measured.

The complexities of income measurement, both conceptually and in practice, mean that such
an ideal measure is rarely available. In the studies we review in this chapter, the measures of
income and poverty vary between and within the experimental and econometric studies. All
the econometric studies we review rely on the CPS; thus, they use a fairly comprehensive
measure of family income, although they typically do not account for taxes and tax credits and
noncash transfers (including food stamps).

To draw on administrative data, experimental studies often measure income just for the
recipient and count only earnings, cash assistance (e.g., welfare payments and any financial
work incentives such as wage subsidies from the program), and food stamps. We refer to this
concept as “combined income.” In some cases, taxes and tax credits such as the EITC are
imputed based on the administrative data, and some evaluations have access to administrative
earnings records for other family members. Some experimental studies also collect information

850me would also argue that income should be measured net of work-related expenses such as out-of-pocket child
care and transportation costs, but this is rarely done in practice. (See for example, Citro and Michael, 1995, for a
proposed modification to the official poverty measure that takes this approach.) If these costs are deducted from
income, a single mother moving from welfare to work may experience a decline in net income if the increase in her
earnings is not large enough to offset the loss of welfare benefits and the increased out-of-pocket work-related
expenses.
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on a broader array of income sources directly from participants. These survey data alone, or in
combination with administrative data, are used to measure a broader concept of income that
might include other public and private transfers sources for the recipient, and earnings and
unearned income of other family members, possibly just the spouse or partner and perhaps for
all other adults in the household.

Thus, in comparing studies, it is important to keep in mind that the measurement of income
(and hence poverty) may be incomplete (i.e., not all sources are measured or imputed) or suffer
from underreporting of certain income sources for those that are measured.® Measures of
family income in some studies may include cash sources only, while income measures in other
studies may include the value of in-kind benefits such as food stamps. Income may be
measured before taxes, so that taxes paid or tax credits received (e.g., the EITC) are not
accounted for in the measure of well-being. Income data collected through survey methods
may be measured using a recall period as short as one month, or as long as a year. Finally, the
unit of observation may vary, from the narrowest perspective of the recipient’s income, to the
broadest perspective of income for the family or household.

In those studies that calculate a poverty rate, the standard approach is to compare the measure
of income to a needs standard that is usually specific to the family type (size and composition in
terms of the number of adults and children). Almost all studies use the poverty cutoffs defined
by the Census Bureau to calculate the official poverty rate, even though the income concept
they use may differ from the official measure used by the Census Bureau (family pretax cash
income). In some cases, the measure of income is more comprehensive than the official
measure (e.g., the EITC and value of food stamps are included). In other cases, it is less
comprehensive (e.g., income from assets, private transfers, and non-welfare-related public
transfers are excluded). The income measure may also be based on a different unit of analysis,
for example, individual income only, whereas the Census Bureau poverty cutoffs are intended
to apply to a measure of family income. Thus, the concept of poverty as applied in these studies
does not necessarily capture the same concept as the official measure, and the concepts are not
necessarily comparable across studies.®

With this background, the next section focuses first on the results from random assignment
studies with respect to income, income sources, and poverty. In that section, we also briefly
summarize the results in Appendix A with respect to differential impacts for subgroups. A
discussion of the econometric studies that consider these outcomes follows in the third section.
The results from both types of studies are synthesized in the fourth section. A final section
concludes the chapter.

8.2. RANDOM ASSIGNMENT STUDIES OF THE EFFECTS OF WELFARE REFORM ON
INCOME, INCOME SOURCES, AND POVERTY

With the exception of the four programs that focus on other reforms (AWWDP, FDP, PPI and
PIP), all the experimental studies reviewed in previous chapters also include at least one

850me would argue that income, especially the way it is usually measured in surveys, may not be the best indicator of
material well-being (Edin and Lein, 1997; Meyer and Sullivan, 2001; Haskins, 2001). More limited information on other
measures of well-being, such as material hardship, food insecurity, and housing problems, will be covered in Chapter 9.

87The lack of correspondence with the official U.S. poverty measure is not necessarily problematic, given the concerns
with the validity of that measure (see Citro and Michael, 1995). The lack of comparability across studies is more of an
issue.
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measure of income in their impact analyses, while some also include a measure of poverty.
Table 8.1 summarizes the findings from this literature. For the relevant experiment and
population served, the table indicates whether administrative or survey data are used to
measure a particular income concept and then whether the income concept is used to calculate
a poverty rate. In some cases, the same income measure is reported for different points in time
to determine if impacts fade out or grow stronger with time; some studies report multiple
income measures for the same or different follow-up periods. Since incomes are measured
over varying time intervals, we also normalize all estimated impacts to a monthly concept.

In addition, we also consider the sources of income to the extent they are reported in the
experimental studies. Since earnings are reported in Chapter 5, we do not repeat those results
here. We do tabulate in Table 8.2 the impacts for the amount of welfare payments and food
stamp payments, ideally for the same follow-up interval as the income measures. (Chapters 4
and 6 previously covered participation rates in welfare and food stamps, respectively.) Welfare
payments are reported in all the studies that report income, and the same is true for food stamp
payments with two exceptions: MFIP (where the Food Stamp Program was cashed out) and the
Canadian SSP (where food stamps do not apply). For both income sources, the measures are
typically based on administrative data for the recipient. In a few cases, survey data are used to
collect information about benefits received for other family or household members. In a few
studies, data on other sources of income (e.g., earnings from other household members, child
support payments, and other public transfers) are collected as part of a follow-up survey. While
we do not report those results in a table, we note in the text when significant impacts on these
other income sources are measured.

Finally, to assess individual or family self-sufficiency, we also report in Table 8.2 program
impacts for earnings’ share of total income. In some cases, this outcome is measured directly.
In other cases, the fraction of the sample with 50 percent or more of income from earnings is
reported. The earnings share is not available for all the studies that report income.

We follow the structure used in previous chapters and review studies by the reform policy or
policies they evaluate, considering income, poverty, welfare and food stamp payments, and
earnings share for each group of studies.

8.2.1. Programs That Focus on Financial Work Incentives

Three studies assess the impact of financial work incentives: WRP-10, CWPDP, and MFIP-10.
CWPDP does not report a combined income measure, so the estimated impact in year three
reported in Table 8.1 is based on the separate impacts for the recipient’s earnings (Table 5.1)
and welfare and food stamp payments (Table 8.2). (Consequently, the significance level is not
known.) The impact estimate for recipient combined income is close to 0, a negative $3 per
month. Food stamp payments are the only combined income component that has a significant
positive impact; earnings and welfare payments have negative but insignificant impacts. The
negative welfare payment impact is despite the fact that there is a positive (but insignificant)
impact on welfare use (Table 4.1), which reflects the fact that this program also reduced benefit
levels.

Vermont’s WRP-10 program shows no gain for the treatment group over the control group in
recipient combined income, measured using administrative data over the full four-year follow-
up or in the last quarter only. However, a large and significant treatment-control difference in
household income is measured at the 42-month follow-up survey, equal to $139-$145 per
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month depending on the income measure. Panel A of Table 8.2 reveals that WRP-10 did not
result in a significant difference in welfare or food stamp payments, and the program had no
significant impact on earnings at the 42-month follow-up (Table 5.1). The only income source
that shows a sizeable increase is reported earnings from other family members, but the
treatment-control difference for this income component was not significant (not shown).
Likewise, while the fraction of treatment group members with more than one-half of household
income from earnings was higher than the control group, the difference was not significant
(Table 8.2).

MFIP-10 shows some favorable impacts for both income and poverty. The MFIP-10 results are
strongest for long-term recipients, with an estimated statistically significant increase in
recipient combined income of $80-$100 a month (depending on whether measures are pre- or
post-tax, including the EITC) and a reduction in the poverty rate of 7-8 percentage points.
However, there is no gain in family income for the recipient group measured at the 36-month
follow-up survey, a result that may be due to differential reporting bias between the treatment
and control groups.® Smaller effects were found for the income gains and poverty rate
reductions in the MFIP applicant group, with the exception of family income at the 36-month
follow-up where the impact was larger (i.e., a positive impact compared with the negative
impact estimate for recipients). To the extent that MFIP-10 generated income gains, they were
the result of higher welfare and (cashed-out) food stamp payments generated by the financial
work incentives: MFIP-IO raised welfare and food stamp payments for both applicants and
recipients by about the same dollar amount ($91-$97 per month, as shown in Table 8.2). There
were no significant impacts on earnings for either MFIP-IO recipients or applicants (Table 5.1).
Consequently, the earnings share measure declined, indicating a lower level of self-sufficiency
as a result of MFIP-10, an effect that was largest and significant for the MFIP-IO applicants
(Table 8.2).

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

The two programs that evaluate financial work incentives tied to hours of work, with follow-up
periods that range from 18 months to three years, both show positive and significant income
impacts and corresponding significant negative poverty impacts. (See Panel B of Table 8.2.) In
the case of New Hope, the effects are evident only for families not employed full-time at
randomization. In the case of the Canadian SSP evaluations, the program with the most

88For the same MFIP-IO sample with administrative data and survey data on combined income (earnings plus welfare,
including the food stamp cash-out), the mean survey report of combined income for the AFDC (control) group exceeds
the administrative data mean for combined income, while the reverse is true for the MFIP-10O (treatment) group (Miller
et al.,, 2000, Table 4.6). Thus, the impact estimate (treatment-control difference) for monthly combined income is $109
(p < 0.05) based on the administrative data versus $12 based on the survey data. There is almost no difference between
the treatment and control groups in the mean value of the other income sources (e.g., earnings of other household
members, child support, and other income) collected in the survey data.
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generous financial work incentives to reward full-time work, longer-term recipients (evaluated
in two provinces), and new applicants (evaluated in one province) show large percentage gains
in recipient combined income or family income—from 11 to 19 percent—for up to 36 months
post-randomization.® The SSP Plus results fall in between the results for the main SSP. The
poverty rate, when reported, also falls by a substantial magnitude, between 9 and 12 percentage
points.

New Hope and SSP, by operating outside the traditional U.S. and Canadian welfare systems,
were designed to replace welfare payments with an earnings supplement. Both programs show
significant decreases in welfare payments and increases in the earnings supplement. Food
stamp payments, relevant only for New Hope, showed a significant decrease for families
employed full time at random assignment, while the reverse is true for those not employed full
time. Recall that the earnings impact for New Hope participants employved full time at random
assignment were insignificant and negative. By year two, the positive impact on the earnings
supplement just exceeded the negative impact on AFDC payments. These effects for earnings
and welfare/earnings supplement combined to produce a negative impact overall on recipient
combined income for this group. In contrast, those in New Hope not employed full-time at
random assignment experienced significant positive earnings gains, and the average size of the
earnings supplement more than offset the impact on AFDC benefits. Food stamp benefit
payments also increased by the second year of follow-up. Consequently, this group
experienced large and significant income gains overall for both years one and two. Finally, SSP
produced increases in both cash transfer income (earnings supplements net of lost income
assistance payments) and earnings. This combination of impacts on the sources of income
produced the large increase in recipient combined income and family income.

8.2.3. Programs That Focus on Mandatory Work-Related Activities

All the programs that focus on mandatory work-related activities report measures of income
and poverty at the end of two vears, for both administrative and survey data in all but one case,
where only administrative data is available (results summarized in Panel C of Table 8.1).
Measures of combined recipient income based on administrative data show a significant
negative impact for three of the NEWWS programs, ranging from —$25 to -$52 per month. The
other evaluations all show smaller insignificant impacts, either negative (three NEWWS
programs) or positive (five NEWWS programs, L.A. Jobs-First GAIN, and IMPACT). With the
exception of Riverside LFA, the survey-based measures of recipient combined income (in some
cases, accounting for the EITC, payroll taxes, and child care expenses) for the last month of the
follow-up period all have the same sign as the measures based on administrative data and are
similar in magnitude. The only statistically significant survey-based impact estimate is for L.A.
Jobs-First GAIN, a 9 percent increase in income.

With a few exceptions, most of the poverty impacts are insignificant and small in magnitude.”
They are almost all negative, including the three significant impacts, suggesting these programs
are somewhat more effective at raising incomes near the poverty threshold than at the bottom

®The impacts are shown in Canadian dollars. Converting to U.S. dollars using the rate $1Canada = $0.75U.S., the
absolute changes in income are among the largest for the programs in Panel C.

DThe results for the NEWWS programs are similar when household income is considered instead of recipient income
(Freedman et al., 2000a).
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of the income scale. At the same time, several of the NEWWS programs resulted in a slight
increase in the fraction with incomes below 50 percent of the poverty line as of the two-year
follow-up, suggesting that those near the bottom of the income scale may be worse off
(Freedman et al., 2000a).

Newly available data for the 11 NEWWS programs provides information on combined income
(income from earnings, welfare, and food stamps plus the EITC, less payroll taxes based on
administrative data) five years after the program began. The impact estimates are plotted in
Figure 8.2 for follow-up years one to five. By year five, there is only one significant income
impact in any of the sites (a negative impact in Riverside HCD; data are not available for
Oklahoma). The year five impact estimates are almost equally divided between negative
impacts, impacts close to zero, and positive impacts.

Based on Figure 8.2, there is no clear pattern in NEWWS site impacts associated with the
program orientation or service delivery approach. Portland’s employment-focused, mixed—first
activity model has the largest five-year income and two-year poverty impacts, but it excluded
some recipients with substantial barriers to work. Thus, it is not clear if similar impacts would
be found for a more disadvantaged population. The pattern over time for the various NEWWS
programs is also not consistent, although the majority of the sites exhibit a fade-out effect over
time. For example, Portland has increasing positive impacts in years two and three followed by
the largest positive impact of all the sites in year 4 (just over $600 in annual combined income;
p < 0.10). But the impact shrinks in year five. At the other extreme, Riverside HCD has negative
and significant impacts exceeding $400 in all five years, although the year five impact is
somewhat less negative than in year four. Some of the fade-out may be due to the control-
group crossover that took place in years four and five, but this crossover did not apply to the
Portland or Riverside sites and was probably not a significant factor in the other sites either
(Hamilton et al., 2001).

Whether measured at the two-year or five-year follow-up, the modest, if any, income and
poverty effects are consistent with the combination of the positive earnings gains produced by
these programs (Table 5.1 and Figure 5.2) and high benefit reduction rates under the old AFDC
rules that led to a significant reduction in welfare payments as earnings rose (Panel C of Table
8.2). Likewise, food stamp payment declines were also almost always significant. Since
income, by and large, did not change, but the composition shifted from welfare benefits to
earnings, it is not surprising that the majority of the programs also raised self-sufficiency as
measured by the earnings share, available only as of the two-year follow-up (Table 8.2). Even
so, the average share of income from earnings for treatment group members never exceeds 50
percent.

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

Four programs combine financial work incentives and work requirements with results for
income and poverty rates for follow-up periods that range from two to four years. (See Panel D
of Table 8.1.) With the exception of WRP, the combined programs produce statistically
significant income gains and, when measured, poverty reductions for at least part of the
population served over both short and longer horizons. Recipients benefit more than applicants
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in the MFIP and TSMF studies, while the reverse is true for lowa’s FIP. The significant impact
for FIP recipients as of the fourth quarter fades by the eighth quarter, from $33 per month
(significant) to $12 per month (insignificant). ? In the case of MFIP, a more comprehensive
survey-based measure of family income shows a negative impact for recipients, compared with
the sizeable gain in combined income measured with administrative data, and a somewhat
larger, but insignificant, impact for applicants. As discussed above, the difference in estimated
impacts for recipients using administrative data compared with survey data is likely a result of
differential reporting biases for treatment versus control group members (Miller et al., 2000).
The MFIP impacts based on administrative data are similar in magnitude and are not
statistically different from those for MFIP-10.

The changes in income sources that produce the overall income impacts differ to some extent
across these programs. In WRP, which had among the least generous financial work incentives,
there were significant declines in welfare payments, and food stamp payments showed no
change (Panel D of Table 8.2). The significant earnings increase essentially offset the transfer
payment decline, leading to a significant increase in the share of income from earnings, but no
change in income. TSMF and FIP also lowered welfare and food stamp payments, but
somewhat larger earnings increases resulted in modest income gains overall. (The impact on
the earnings share was not measured for these two programs.) In contrast, MFIP raised
earnings but also increased combined welfare and food stamp payments, so that the gains in
combined income were even larger than programs that decreased welfare income.
Consequently, there is no change in MFIP in self-sufficiency as measured by the earnings share.

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

As shown in Panel F of Table 8.1, four of the six programs that include TANF-like bundles of
reforms—EMPOWER, IMPACT, VIP/VIEW, and ABC—find no significant impacts on income or
poverty (which is only measured in one study), with follow-up periods that range from 12 to 30
months. Of these four programs, IMPACT had the largest positive (and significant) impact on
earnings, but it also resulted in a significant reduction in welfare and food stamp payments
(Panel F of Table 8.2). It also resulted in increased self-sufficiency as measured by the earnings
share. As noted in Table 3.5 (see notes b, c, and f), a sizeable fraction of the control group in
three of these four studies believed that the time limits applied to them, which may bias the
estimated program impacts toward zero.

FTP and Jobs First—programs for which the time-limit feature was better understood—
demonstrate positive income results earlier in the follow-up period that tend to disappear as
time limits are reached. For FTP, the positive and significant impact on recipient combined
income peaks in year three—the year recipients first begin to reach the time limit. It becomes
insignificant but still positive in year four, as more recipients reach the time limit, and turns
negative and insignificant in the first part of year five. Jobs First showed an even larger positive
income impact for recipient combined income as late as year two, but this positive impact

7IThe fade-out of the FIP income effects for recipients by year two are likely to be repeated in the follow-up at three
and one-half years post-randomization. Results for quarter 14 reported in Fraker and Jacobson (2000) show that
average quarterly earnings are $8 more for the treatment group, while average quarterly FIP welfare benefits are $24
less. A combined recipient income result is not reported for the follow-up through quarter 14.
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dissipated by year three, and turned negative by year four.”? More comprehensive measures of
income based on administrative or survey data show the same pattern for both programs. The
pre— and post—time limit impacts for FTP and Jobs First suggest that reaching the time limit is
associated with an income decline, as welfare benefits are exhausted and recipients must rely
more on their own earnings.

Both programs had a significant positive impact on earnings (Table 5.1) and a significant
reduction in welfare payments, at least by the final follow-up period, three to five years past
randomization (Table 8.2). FTP also measured a significant increase in child support payments
(not shown). Only FTP analyzed the earnings share, and the results show a significant increase
in self-sufficiency as measured by recipient earnings as a fraction of recipient combined
income (earnings, welfare, and food stamps) and as a fraction of household income by year
four. This impact is no longer significant, however, by the second quarter of year five. The
structure of the benefit levels and income disregards in the Connecticut program made it more
generous than FTP in Florida, which helps explain the larger initial increase in income and
welfare and food stamp use in Jobs First (as of the two-year follow-up).

8.2.6. Subgroup Differences

As summarized in Appendix A, the experimental studies demonstrate both similarities and
differences in the impacts of reform policies on income and income sources between
subgroups, defined by various measures of disadvantage. Because the studies often analyze
different subgroups, it is difficult to draw broad inferences of the impacts of individual reform
policies or welfare reform more generally for subgroups with specific characteristics.

Only one of the evaluations that focus exclusively on financial work incentives considers any
subgroups, and it is hard to generalize from the specific patterns from that study. The two
programs that focus on financial work incentives tied to hours of work are not consistent, with
some impacts larger for the more disadvantaged while the reverse is true for other impacts. A
larger number of subgroup analyses for programs that focus on mandatory work requirements,
including the pooled analysis of the NEWWS programs (combined with nine others), suggests
that these programs can have differential impacts on subgroups. The pooled NEWWS analyses
indicate that income gains are largest and that welfare payment declines are smallest for the
least disadvantaged. The L.A. Jobs-First GAIN results differ from this pooled finding in that the
program impacts did not vary by subgroups. The subgroup patterns for programs that combine
financial work incentives and work requirements or that focus on TANF-like bundles of reform
are mixed, with examples of larger impacts for both the least and the most disadvantaged.

8.3. ECONOMETRIC STUDIES OF THE EFFECTS OF WELFARE REFORM ON
INCOME AND POVERTY

Compared with the large number of econometric studies that have examined welfare caseloads
(reviewed in Chapter 4), only a handful of econometric studies have examined family income,

When income data for Jobs First are examined by quarter, the quarterly combined income impact falls from $266 (p <
0.01) to $150 (p < 0.01) between quarters 7 and 8 as the first recipients begin to reach the time limit, a difference that is
equal to about 5 percent of the control group mean in quarter 7. The impact declines further from $152 (p < 0.05) in
quarter 9 to $16 in quarter 10. The treatment-control difference remains insignificant through quarter 16 and is
sometimes negative.
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and even fewer have examined poverty. (See Table 8.3.) All the studies in this literature rely on
the CPS, the primary nationally representative data source with information on annual
individual and family income. The Annual Demographic Supplement to the March CPS is the
source used by the Census Bureau to calculate poverty rates on an annual basis; hence, these
studies can implement a measure of income (annual family pretax cash income) and poverty
that follows the concepts employed by the Census Bureau in its calculations.

Like the caseload studies that rely on survey data, these analyses use aggregated microdata or
individual-level microdata to model the level or log of income and the poverty rate as a function
of the existence (approval or implementation) of a waiver or TANF as a bundle. In one case, the
effect of a specific TANF policy—time limits—is also considered. The welfare policy variables
generally follow the “modified dummy variable” approach used in the caseload literature. The
study population either includes all women or female-headed families in a given age range
(typically 16-54). In one case, the sample is children under 16. The models typically include
controls for the business cycle (e.g., current and lagged unemployment rate), demographic
characteristics of the recipient (e.g., age, education, and race/ethnicity), other policy variables
(e.g., maximum welfare benefit level, minimum wage, and EITC), and state and year fixed
effects. Some models also include state-specific time trends.

In the remainder of this subsection, we first discuss the findings from these studies for a specific
welfare policy, time limits; we then discuss the findings for waivers or TANF as a bundle.
Results for income and poverty rates are discussed in turn.

8.3.1. Effects of Specific Reforms: Time Limits

Grogger’s (forthcoming) study is the only econometric analysis of income to consider the effect
of a specific TANF reform, in this case, time limits. In addition to estimating the impact of
reform as a bundle (discussed below), Grogger’s model of income is estimated with a dummy
for the implementation of a time limit and an age interaction.”® The point estimates suggest
that time limits lower incomes by 3-6 percent (linear and log model, respectively) when the age
of the youngest child is 13 or above (Panel A of Table 8.3). For each year below age 13, time
limits further reduce income or leave it unchanged. However, none of these estimates is
statistically significant. Given that Grogger finds significant negative effects of time limits on
welfare use and only modest positive effects on earnings, family income might be expected to
decline in states with time limits in effect. The insignificant effects may mean that other
sources of income increase enough to offset the welfare declines. The estimated impact is also
limited to the period before most recipients began reaching the time limit. Thus, the impact
may change as more recipients exhaust their benefits.

7see the discussion in Chapter 4 of the interpretation of the age interaction with the time-limit dummy in Grogger’s
(forthcoming) analysis.
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8.3.2. Effects of Reform as a Bundle

Income

All four studies summarized in Panel A of Table 8.3 estimate models of the determinants of
annual pretax family cash income, either in a linear or log model. Moffitt (1999) covers the
shortest interval of time and finds no statistically significant effects of waivers (as approved) on
income for women age 16-54. Schoeni and Blank (2000), with four additional years in their
time series, find that the existence of a waiver (as implemented) raises family income by 6
percent for women with fewer than 12 years of schooling (a statistically significant effect), while
the effect for TANF (as implemented) is 3 percent for the same group but statistically
insignificant. There is no effect of waivers or TANF on the incomes of women with higher levels
of education, which would be expected given that this group is less likely to be affected by
welfare reform.

Like Moffitt (1999), Bitler, Gelbach, and Hoynes (2001) (hereafter BGH) find no effect of a major
state waiver (or TANF) as implemented on income for all women. There is also no significant
impact on income for the sample of children in the CPS. Like Schoeni and Blank, BGH do find a
significant positive effect of any waiver on income for women with less than a high school
education, but no effect of TANF (where the estimated impact of TANF is differentiated by
whether the state previously had implemented a waiver). The estimated waiver impact on
income for less educated women based on their model estimated in levels—a nearly 6 percent
increase—is comparable to Schoeni and Blank’s estimate based on a log-linear model. BGH
also estimate alternative models using different living arrangement concepts to measure
income. In addition to the results based on the traditional CPS concept of family reported in
Table 8.3, they also consider income for the household, personal income (not relevant for the
child sample), and family income, where income from related subfamilies is either pooled or
not pooled with the primary family’s income. The results show some sensitivity to the
assumption about income pooling, with more pooling in the sample of less educated women
leading to bigger impacts of waivers or TANF in waiver states. This result follows from BGH’s
estimated impacts of welfare reform on the number of adults in the household and families
“doubling up,” discussed in Chapter 7.

Grogger (forthcoming) combines waivers and TANF into one measure of any reform and finds
that family income among female family heads rises by 4-10 percent for women whose
youngest child is under age one, depending on whether the model is estimated in levels or logs
(although the coefficient is only statistically significant at conventional levels in the log
model).” The interaction between the reform dummy and age of the youngest child suggests
that the impact on family income declines with the youngest child’s age. (Again, this effect is
significant only in the log model.) The larger effect Grogger finds may result from the fact that
he limits his sample to female-headed families. This population is likely to be most affected by
welfare reform, hence, the larger estimated impact.

™n Grogger’s specification, the main effect of any reform (waivers or TANF) applies only to women whose youngest
child is less than one. For these women, the interaction term between any reform and age of youngest child is zero.
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All these models suffer from the collinearity problem discussed in earlier chapters. There simply
is too little variation left to precisely estimate a TANF effect once state and year fixed effects are
included in these models. Schoeni and Blank (2000) address this problem using changes in
estimated year effects (in regression models with other controls) between 1995 and 1998 for less
educated versus more educated women. This strategy does not lead to any more precisely
estimated effects of TANF on the income of low-skill women.

Schoeni and Blank (2000) also consider the distributional effects of waivers and TANF by
estimating equations of the log of the 20th and 50th percentiles of family income for women 16
to 54, and the 20th/50th ratio (not shown). Waivers are estimated to raise family incomes at the
20th and 50th percentiles by about 8-10 percentage points (a statistically significant effect) for
women who drop out of high school. TANF, however, has a statistically significant and positive
effect only on the 50th percentile of family income for women in the lowest education category.
The lack of an effect at the 20th percentile leads to an estimated widening of the 20th-50th gap
because of the implementation of TANF.

Poverty

Only Schoeni and Blank (2000) and BGH (2001) model the poverty rate, with results shown in
Panel B of Table 8.3. Consistent with their findings for income, Schoeni and Blank report a
statistically significant decline in the poverty rate for women with fewer than 12 years of
schooling, equal to about 8 percent associated with the implementation of waivers and 8
percent associated with the implementation of TANF. They find a similar size effect for TANF
using their alternative residual change methodology. There is no evidence to suggest that
waivers or TANF affected the poverty rate for women with 12 or more years of schooling

BGH likewise find that the implementation of waivers significantly reduced poverty rates for
less educated women by 8 percent, but there was no significant reduction for all women. The
implementation of TANF on top of waivers further reduces poverty for the sample of less
educated women, but the effect is zero for TANF implemented in states with no prior waivers
and for TANF as a whole for all women. For the sample of children, only TANF implemented on
top of waivers results in a statistically significant reduction in the poverty rate. Again, there is
some sensitivity of the magnitude and significance of the impacts, depending on whether
income is measured at the household or family level and depending on the concept of the
family.

8.4. EVALUATING THE EFFECTS OF WELFARE REFORM ON INCOME, INCOME
SOURCES, AND POVERTY

The econometric studies and demonstration studies reviewed thus far provide a varied picture
of the impact on both income and poverty of specific welfare reform policies and groups of
policies implemented simultaneously. What lessons can we learn from these varied studies,
and can the different results be reconciled? To what extent can we expect welfare reform as a
whole and the specific policy and program components to affect the incomes of recipients and
the incomes of their families, as well as the poverty rate?
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8.4.1. Effects of Specific Reforms

Of the studies reviewed in this chapter, the experimental evaluations are the most informative
about the effects of specific reforms, but then only for a limited group of policies, principally
financial work incentives, work requirements, and time limits. One econometric study also
considered the impact of time limits on income only. However, these studies are not
informative about the impact of other policy and program components of welfare reform,
including sanctions.

Financial Work Incentives

Based on the results of eight high-quality experimental studies, we conclude that generous
financial work incentives alone or in combination with work requirements, or those that are
tied to hours of work, have the effect of raising incomes, with a corresponding reduction in
poverty, an effect that is sustained up to three or four years (the length of the longest follow-up
period). This effect is particularly strong in a program like MFIP (about $100-$125 per month in
recipient combined income) with or without mandated work-related activities or a program like
SSP (up to $200-$300 Canadian per month in family income or roughly $150-$200 U.S.) where
income supports were linked to a requirement of full-time work (30 hours per week). Although
these programs also produced significant reductions in poverty, the poverty rate for the
treatment group that benefits from the higher income still exceeds 50 percent or more.

Part of the income gains result from increased benefit payments, given more generous
disregards and benefit reduction rates (or the earnings supplement), and part of the income
gains may stem from earnings gains, especially in programs that promote greater work effort
through the incentive structure and work mandates. At the same time, the increase in welfare
payments may mean that self-sufficiency as measured by the share of income from earnings
will not necessarily improve and may even move in the direction of greater dependency. When
incentives are weak, however, as in the case of the Vermont WRP program, there may be no
income gains or poverty declines.

Mandatory Work-Related Activities

For work requirements alone—at least as implemented in the NEWWS evaluation, L.A. Jobs-
First GAIN, and Indiana IMPACT—the results for income and poverty are mixed. Most
programs show no statistically significant or economically meaningful effects on income or
poverty, particularly compared to the large gains observed for programs that include generous
financial work incentives. In the case of the five-year NEWWS follow-up, the impact estimates
for recipient combined income are evenly divided in sign, and only one negative impact
estimate is statistically significant. The two-year impact estimate for a broader measure of
household income in L.A. Jobs-First GAIN is the only statistically significant positive impact.
Impact estimates for poverty, which are only available for the 13 studies for the two-year follow-
up, are more consistently negative, but at most two estimates are statistically significant
depending on the income measure used. Thus, there is some evidence that these programs
may modestly reduce poverty by raising incomes for those just below the poverty line.
Evidence from NEWWS that deep poverty may increase in some programs is a counter to this
more favorable assessment. These results on income, poverty, and self-sufficiency should not
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be too surprising, given that the earnings gains from these mandatory work programs are
accompanied by reductions in welfare payments. As a result, these programs tend to raise self-
sufficiency as measured by the share of income from earnings.

The programs that combine work requirements and financial work incentives produce gains in
both earnings and cash assistance, thereby contributing to more favorable effects for income
and poverty in contrast to the programs with work requirements only. This suggests that it is
the financial work incentives that can be credited with this result. Two of the programs—MFIP
and WRP—with their two treatment contrasts allow a more direct test of the role of the
incentives component versus the work requirement component. For these two programs,
when the impacts on income and poverty based on incentive-only programs shown in Panel A
of Table 8.1 are compared with the alternative programs that combine incentives and work
requirements shown in Panel D, the major share of the strong income gains and poverty
reductions for MFIP and WRP can be attributed to the incentive component of the program.
For example, the gain in recipient combined income for long-term recipients is $81 per month
in the MFIP incentives-only program and $99 when incentives are combined with work
requirements. In the case of WRP, the broader measure of household income is statistically
significant and positive only for the incentives-only program, unlike MFIP where the
combination of financial work incentives and work requirements produces favorable effects as
well.

Time Limits

Programs that only implement time limits have yet to be experimentally evaluated. The
econometric evidence provided in Grogger (forthcoming) suggests that time limits serve to
reduce incomes. However, given the time period covered by the study, these estimates pertain
to the impact of time limits before they are binding for most recipients. Moreover, none of
Grogger’s point estimates are statistically significant.

FTP and Jobs First, with follow-up periods that include the period prior to time limits being
reached and after time limits are reached, provide some insights into the mechanical effects of
time limits. They both suggest that the favorable income gains observed in the pre-time limit
period fade and are then reversed in the post-time limit period. We are not able to assign a
significance level to these estimated negative impacts. These inferences, while not derived
from the experimental design of these two studies, are nevertheless suggestive that time limits
serve to reduce income as recipients begin to exhaust their benefits. The impact of FTP and
Jobs First on poverty is not reported and therefore cannot be assessed with these studies.

8.4.2. Effects of Reform as a Bundle

The econometric studies reviewed in Section 8.3 suggest that welfare reform as a whole, and
specifically TANF, has resulted in an increase in family pretax cash income for low-skilled
women and single women with children, where the estimated impact is largest for the latter
group. Focusing on the point estimates, Schoeni and Blank’s (2000) results suggest that family
incomes for women with less than a high-school education increased by about 3 percent in the
post-TANF period, and by a smaller amount (2 percent) for women who completed high school.
Bitler, Gelbach, and Hoynes (2001) find a nearly 6 percent increase in income for women with
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less than a high school degree from implementing a waiver (and no significant effect for TANF
implementation). Grogger’s (forthcoming) estimate translates into an 8 percent increase in
income for a female-headed family whose youngest child is age 3 as a result of implementing a
waiver or TANF. The effect falls as the age of the youngest child increases, reaching an impact
of 5 percent for single mothers whose youngest child is age 7 and zero when the youngest child
is age 14.

Grogger’s larger estimate is consistent with the fact that more of the sample of single-headed
families are at risk of welfare compared with the sample of all women. To the extent that
women without children and married women are mostly unaffected by welfare reform, Schoeni
and Blank’s estimates will be biased downward from the true impact on women at risk of
welfare receipt. Then again, by selecting on marital status and the presence of children,
Grogger’s approach may be biased to the extent that welfare reform changes the composition of
the at-risk population. Grogger argues that this bias will be negative, so that his estimates may
be, if anything, too low. It must be stressed, however, that all of the econometric studies
essentially measure the impact of reform as a bundle prior to the period when time limits
become binding. Thus, they must be viewed as “pre-time limit” impacts.

Assuming these studies are correct in placing a bound on the impact of welfare reform as a
bundle on family income from 3-9 percent in the pre-time limit period, how does this inference
compare with the findings from the demonstration studies? Several methodological differences
between the econometric analyses and the demonstration studies should be reiterated. First,
the income concepts may differ, with less comprehensive income concepts often used in the
demonstration studies compared with the CPS-based studies. However, in most demonstration
studies, the most significant drivers of change in family income are changes in the recipient’s
earnings and cash transfers; there are few instances where earnings from other household
members or income from other sources, as reported in surveys, differ between the treatment
and control groups during the follow-up period. Thus, the absence of data on other sources of
income for the recipient or other family members will not necessarily have a large negative bias
on the income impacts. Second, the demonstration studies, as noted in Chapter 3, cannot be
used to estimate the full effects of TANF, because they do not capture program entry effects, i.e.,
they do not capture the impacts for potential welfare recipients. They also do not represent the
weighted combination of reforms implemented under TANF. Even if they did, a demonstration
program may not reproduce the effects of a large-scale program.

With these caveats in mind, we cautiously compare findings across the two types of studies.
Since the last year of data analyzed in any of the econometric studies is 1999, only a small share
of sample members in the CPS are likely to have had their benefits cut off because of time
limits. Thus, the econometric results might be usefully compared with the impact estimates
from the pre-time limit impacts of the demonstration studies that evaluated time limits
combined with other policies (e.g., work requirements and financial work incentives). Panel F
of Table 8.1 provides examples of such programs and their early impacts, which range from
small (0-2 percent for VIP/VIEW and ABC up to two years post-randomization) to moderate
(6-11 percent for recipient combined income in FTP and Jobs First). Since few states have
implemented financial work incentives as generous as Connecticut’s, the impacts on the high
end are not likely to be observed for TANF as implemented. Thus, the impacts estimated using
the CPS data seem plausible given the range of the small and moderate impacts in the
experimental studies with more modest financial work incentives.
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One caution, however, is that the positive impact of TANF as a bundle on incomes of either
recipients or the at-risk population may disappear once the TANF time limits have had an
opportunity to produce both behavioral and mechanical effects. The demonstration studies of
programs that include time limits suggest that the initial income gains are not sustained once
time limits become effective and income from welfare payments goes to zero. At the same time,
it is possible that the earnings gains may increase with time off welfare as former recipients
obtain additional labor market experience. Such longer-term earnings gains may be sufficient
to offset the welfare benefit losses. Additional years of data for the CPS can be used to explore
which effect may dominate for the larger population at risk of welfare.

This same analysis applies to the estimated impact of welfare reform on the poverty rate.
Schoeni and Blank’s econometric estimates suggest a 2 percentage-point reduction in the
poverty rate for women with less than a high school education, which translates into an 8
percent reduction in the poverty rate. Bitler, Gelbach, and Hoynes (2001) find a similar impact
estimate for the poverty rate for women who drop out of high school based on implementing
waivers and an additional reduction in the poverty rate when TANF is implemented in states
that had a major waiver. Unfortunately, none of the demonstration studies in Panel F of Table
8.1 reported effects for poverty. Judging from the income effects, we would certainly expect the
demonstration studies with time limits to generate reductions in the poverty rate in the short
run corresponding to the income gains. Likewise, if incomes fall after time limits become
binding, the poverty rate may be expected to rise. Thus, while the estimated effect from the
econometric studies is plausible in light of the experimental evidence, the antipoverty effect of
TANF as a whole may be short-lived.

8.5. CONCLUSIONS

The studies reviewed in this chapter suggest that some welfare reform components can raise
incomes and reduce poverty, although this result is not associated with all policy components,
and there is reason to believe that some of the initially favorable effects will not persist over a
longer horizon. The econometric and experimental evidence suggests that welfare reform as a
bundle has raised incomes for disadvantaged women and lowered their poverty rate, at least in
the short run before time limits have become binding. As time limits begin to affect a larger
share of the recipient population, this outcome may not be sustained with the decline in
welfare income that accompanies reaching the time limit. In addition, these favorable effects in
the short run may mask important distributional changes. There is some limited evidence from
econometric and experimental studies that reductions in poverty may be accompanied by an
increase in the rate of deep poverty.

Generous financial work incentives—high earned income disregards and low benefit reduction
rates inside the welfare system or earnings supplements outside the welfare system—generate
the strongest income gains and antipoverty effects, especially when the incentive structure
encourages full-time work. However, these programs can lower self-sufficiency because the
increased welfare payments or earnings supplements may exceed the increased earnings. Work
requirements alone have relatively weak effects on family income and poverty, but they do raise
self-sufficiency by increasing the fraction of income from earnings. Finally, time limits, once
they become binding, may erase income gains made possible by generous financial work
incentives associated with working while on welfare.
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While the antipoverty effectiveness of policy components such as financial work incentives
appears to be quite robust, the income levels are relatively low and consequently the rates of
poverty are relatively high among those who benefit from all the welfare reforms considered in
this chapter. For example, in the experimental studies that evaluate financial work incentives
(Panels A, B, and D of Table 8.1), the poverty rate for the treatment group falls below 50 percent
just one time for the study populations and time periods measured in the table. The fraction
with very low incomes may not move much at all, and many of those raised above the poverty
line still remain “near poor.” Changes in poverty status over time as a result of welfare reform
remain relatively unexplored.

It is important to keep in mind that much of this chapter has focused on income measures that
are rarely as comprehensive as would be desired to evaluate changes in well-being. Most
econometric studies consider only family income before taxes and exclusive of in-kind benefits.
Many of the experimental evaluations likewise use a concept of income limited to earnings and
social welfare benefits (e.g., welfare and food stamp benefits in the U.S. experiments) for the
recipient. Even if a comprehensive income measure were available, it may not fully reflect the
individual’s or family’s command over resources. For that reason, in the next chapter, we focus
on results for broader measures of well-being, which may provide a better gauge of living
standards than what can be gleaned from examining income alone.






Chapter Nine
OTHER MEASURES OF WELL-BEING

9.1. BACKGROUND

In seeking to understand the full impact of welfare reform, policymakers are interested in
broader measures of well-being beyond the outcomes typically considered, such as welfare use,
employment and earnings, or income and poverty. For example, income may not fully capture
a family’s command over resources if it has savings available to draw on during periods of low
income, if it is able to borrow money from family or friends, or if it can incur debt to pay for
unexpected costs. In addition, in the transition from welfare to work, there may be an increase
in work-related expenses (e.g., child care, transportation, and clothing) that will affect the
ability to consume other goods and services but that will not be reflected in income. For this
reason, consumption or expenditures are often considered a better gauge of a family’s well-
being, because this measure reflects the value of what a family actually consumes in total or for
specific categories of purchases such as food. The importance of food consumption for overall
nutrition and health status has led to the development of specific measures of food insecurity to
capture problems with having enough money to buy food or experiencing periods when there is
not enough food or meals are skipped. Likewise, access to health care is considered by some to
be a key measure of well-being. Health care coverage for adult and child family members,
whether from public or private sources, is one indicator of whether a family can afford visits to
medical professionals for preventative care or to treat acute or chronic conditions. Housing
conditions and the quality of the neighborhood are other indicators of the circumstances under
which families live.

These various indicators of well-being may be affected by welfare reform through either direct
or indirect mechanisms. Some features of state waivers or state TANF plans, for example, affect
health care coverage directly by providing transitional medical assistance. In other cases,
leaving welfare may mean a loss in public health insurance coverage (either due to changes in
eligibility or administrative problems in obtaining coverage when eligible) that may not be
replaced by employment-based health insurance. The influences may also be more indirect,
with changes in welfare use and employment leading to changes in family income that, in turn,
affect decisions about consumption and savings or about residential location. For example, if
incomes rise or income flows become more stable as a result of welfare reform, we would
expect food insecurity to be less of a problem. Moreover, having more income may allow a
family to move to a better quality home or safer neighborhood, to put money in a savings
account, or to purchase or maintain an automobile. Then again, if incomes fall or remain the
same on average but with more fluctuation, there may be an increase in food or housing
insecurity, and assets may decline or a family may incur new debt.

183
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Recent descriptive analyses provide some perspective on how former welfare recipients and the
low-income population more generally are faring, as captured by various measures of well-
being. A recent summary of 15 state “leaver” studies funded by USDHHS reveals that former
welfare recipients are at risk of various forms of material hardship (USDHHS, 2001a). For
example, 7-45 percent of adult leavers have no health insurance. The comparable range for
children in households of leavers is 8-33 percent. Various measures of food insecurity indicate
that one-fifth to one-half of former recipients experience problems with having enough money
to buy food, running out of food, skipping meals, and other forms of food insecurity and
hunger.” The prevalence of forms of housing insecurity and medical hardships was somewhat
lower. In five of the state studies, 13-30 percent of single-parent leavers reported they were
worse off financially overall after leaving welfare, while 46-68 percent reported they were better
off.

While the collection of leaver studies is informative, these studies are not designed to capture
the causal impact of welfare reform as a whole, or of specific policy components in particular,
on other measures of well-being. Like the preceding chapters, the remainder of this chapter is
devoted to a summary of the causal studies from the experimental and econometric literatures.
In particular, we focus on the following domains of well-being: material hardship and food
insecurity, health insurance coverage, housing hardships and neighborhood quality, and asset
ownership. For these four outcome domains, all the evidence derives from the experimental
studies summarized in Tables 3.5 and 3.6; we are not aware of any econometric studies that use
the DoD methodology to assess the causal impact of waivers or TANF as a bundle or specific
policy reforms on these measures of well-being. 7 7

7The problem of food insecurity among low-income female-headed households is confirmed in other recent survey
and ethnographic data (e.g., Polit, London, and Martinez, 2000).

BMeyer and Sullivan (2001) examine consumption data (in aggregate and for subcomponents) for the Consumer
Expenditure Survey and Panel Study of Income Dynamics. However, they do not explicitly estimate the impact of
welfare waivers or TANF as a bundle, or of specific welfare reform policies. Rather, they test for differences across four
time intervals: 1984-1990, 1991-1993, 1994-1995, and 1996-1998. These time intervals are designed to capture the
period prior to waivers; the initial welfare waiver period when the EITC also began to expand; the more active waiver
period leading up to TANF when the EITC also continued to expand; and the post-TANF period. Their DoD
methodology compares consumption trends for single mothers with single women and married mothers. Their
findings indicate that consumption for single mothers has not declined in the 1990s, either in absolute terms or relative
to the comparison groups of women. In fact, consumption may have improved somewhat, even for women with the
least education. They interpret their results to suggest that recent changes in tax and welfare policy have not had
detrimental effects on the material conditions of single mothers and their children.

7Borjas (2001a) uses data from the CPS for 1994 to 1998 to examine the differential impact on food insecurity for
immigrants in states that did and did not extend state-funded assistance to immigrants after PRWORA eliminated
eligibility for TANF and food stamps for some groups of immigrants (specifically, nonrefugee, noncitizen households
that arrived in the United States after 1996). DoDoD models are estimated for affected and unaffected immigrant
groups, in more and less generous states, for pre- versus post-PRWORA years, but Borjas does not consider the impact
of welfare waivers, of TANF as a bundle, or of specific reform policies. His results show that food insecurity increased
the most between 1994 and 1998 among those immigrants affected by the PRWORA changes in eligibility and living in
states that did not extend state funding to cover immigrant groups ineligible under PRWORA.

i 1urst and Ziliak (2001) use data from the 1994 and 1999 PSID asset modules to examine the relationship between
changes in household savings over the five-year period and an array of welfare reform variables, including benefit
levels, time limits, asset limits for liquid assets and vehicles, and availability of individual development accounts (IDA).
Since they essentially have a single cross section, they cannot employ the DoD methodology. Their results suggest a
modest positive effect on liquid savings for those at risk of welfare receipt from policies that increased asset limits on
liquid savings and instituted IDAs. In addition to ordinary-least-squares estimation, they also use instrumental
variables to control for possible policy endogeneity, but the coefficients on the policy variables are not precisely
estimated.
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All the experimental studies we review in this chapter base their impact analysis on survey-
based measures of well-being; administrative data simply cannot fully capture these broader
measures of a family’s circumstances.” For example, material hardship is typically captured by
recipients’ perceptions of financial strain, or experiences with specific problems affecting their
housing conditions (e.g., a leaky roof or ceiling), neighborhood (e.g., crime, assault, or
burglaries), material needs (e.g., could not pay rent or mortgage), and food security (e.g., did
not have enough food to eat or used a food bank).

The reliance on survey data raises a few methodological concerns. First, in many cases, the
sample sizes available for analysis are smaller than those shown in Table 3.5. Survey samples in
demonstration studies are often smaller than the overall study population by design, and
survey nonresponse further reduces the sample of respondents. Smaller samples will reduce
the statistical power of the study for detecting small- to moderate-sized effects, as well as
differences for subgroups.

Second, compared with the outcomes reviewed in prior chapters, a larger number of the
experimental studies do not include any broader measures of well-being in their impact
analyses (or their analyses to date). Of the studies we consider, CWPDP, SSP Plus, SSP
Applicants, IMPACT, TSMF, FIP, VIP/VIEW, AWWDP, FDP, PPI, PIP, and ABC do not assess
measures in the domains we list above. For those studies that do focus on other measures of
well-being, many include only a few of the various measures that could be collected. For
example, the inclusion of a measure of health insurance coverage for adults and children is
quite common, while only a handful of the studies collect data on one or more asset measures,
such as a savings account or car ownership. Because all measures are not available for all
studies, it is more difficult to draw solid conclusions about the impact of the welfare reform
policy or policies being evaluated in each demonstration study.

Third, many of these measures of well-being can be conceptualized and measured in a number
of different ways, and there is no assurance of uniformity across studies in the measures
actually used. Health insurance coverage is at one end of the spectrum, with most
demonstration studies measuring whether the respondents or their children have any form of
public or private health care coverage at the time of follow-up. The amount of savings or
whether the respondent owns a vehicle is also measured in a similar way across the few studies
that include such indicators. At the other extreme, food insecurity is measured in a different
way in almost every study that includes one or more measures.® In some cases, a specific
question is asked (Did you use a food bank in the last three months? Has your family had
enough to eat in the last month?); other studies report a multi-item scale of food insecurity,
such as the one developed by the U.S. Department of Agriculture (USDA).8 As the questions
above suggest, for some measures, a positive impact would indicate a favorable outcome,
whereas for other measures, a negative impact would indicate a favorable outcome. All these
factors make comparisons across studies within and between the classifications we have

MIn some cases, administrative data are combined with survey data. For example, the former may provide information
on Medicaid coverage while the latter are used to determine whether other sources of public or private coverage are
available. The data are then combined to form a measure of whether the individual has any health care coverage.

80Fqod insecurity has been defined to exist when “the availability of nutritionally adequate and safe foods or the ability
to acquire acceptable foods in socially acceptable ways is limited or uncertain” (as quoted in Polit, London, and
Martinez, 2001, p. 48).

8lThe short version of the USDA scale (now administered annually in the CPS) includes six items to assess food-related
hardship.
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defined more problematic. We will revisit these issues when we synthesize the findings across
the various studies at the end of this chapter.

We turn to the experimental literature in the next section, summarizing the findings from the
studies that include other measures of well-being. The results from the available studies are
synthesized in the third section. The final section concludes the chapter. The limited amount
of information regarding subgroup differences in the outcomes covered in this chapter is
summarized in Appendix A.

9.2. RANDOM ASSIGNMENT STUDIES OF THE EFFECT OF WELFARE REFORM ON
OTHER MEASURES OF WELL-BEING

Tables 9.1, 9.2, 9.3, and 9.4 summarize the results for the random assignment studies in terms of
the following measures of well-being: material hardship and food insecurity (9.1); health
insurance coverage (9.2); residential moves, housing hardships, and neighborhood quality (9.3);
and assets (savings and vehicle ownership) (9.4). In each case, the tables report the specific
measure or measures available for the population served, the control group mean, and the
impact estimate and its statistical significance.

In this section, we organize our discussion by the four outcome domains. In the section that
follows, we synthesize these results by the reform policy or policies being evaluated, using the
classification scheme outlined in Chapter 3 (see Table 3.5), considering all the well-being
measures within each class of studies. For our six-way classification scheme, the studies in the
fifth group (shown in Panel E) do not include any of the measures of well-being covered in this
chapter.

9.2.1. Material Hardship and Food Insecurity

As seen in Table 9.1, measures of material hardship and food insecurity are available for at least
one program in Panels A through D and F, with follow-up periods that range from 18 months to
four years. Of the two programs that focus on financial work incentives (Panel A), only MFIP-10
provides measures of material hardship. Neither of these two measures are statistically
significant with the exception of a significant favorable impact on the number of material
hardships in the last year as of the three-year follow-up for MFIP applicants. With one
exception, MFIP-10 also had no statistically significant impact on two measures of food
insecurity. Again, for applicants in the study, MFIP-1O had a statistically significant favorable
impact on whether the family had enough to eat in the last month, a measure of food
insecurity.® WRP-IO had no statistically significant effects on the two measures of food
insecurity included in the 42-month follow-up survey. Although most of the effects for WRP-10
and MFIP-10 are statistically insignificant, with one exception (a measure of meals skipped by
children for MFIP-10 long-term recipients), they are all in the favorable direction.

8Note that the food insecurity measure is specific to the group of families with children age 5-12 at the 36-month
follow-up, an even smaller study population.
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Both New Hope and SSP (Panel B), in their evaluations of financial work incentives tied to hours
of work, consider food insecurity, while New Hope also includes a measure of material
hardship. For New Hope, the only significant impact is a favorable effect on the number of
material hardships at the two-year follow-up interview for poor families not employed full-time
at random assignment. For the food insecurity measures, SSP shows significant favorable
effects for two of the three measures assessed at the 18- and 26-month follow-up interviews.

Among the evaluations of programs that focus on mandatory work-related activities (Panel C),
L.A. Jobs-First GAIN is the only one to include measures in this domain. That study shows an
unfavorable effect as of the two-year follow-up on the multi-item measures of food insecurity
and food insecurity with hunger, with a statistically significant impact on the latter outcome. In
this case, 13.3 percent of the single-parent recipient control group report five or more problems
associated with food insecurity and hunger, compared with 18.8 percent for the treatment
group, a 41 percent difference.

For the studies that focus on financial work incentives and mandatory work-related activities
(Panel D), only WRP and MFIP assess measures in these domains. In terms of material
hardship, MFIP produces significant favorable effects on at least one measure of financial strain
and/or the number of material hardships for both recipients and applicants. None of the food
insecurity measures for WRP or MFIP are statistically significant, and the signs are mixed.

Of the studies that focus on TANF-like bundles of reforms (Panel F), both FTP and Jobs First
consider material hardship and food insecurity using similar measures, while EMPOWER
includes only a measure of food insecurity. In the case of FTP, the three hardship measures
show favorable effects as of the four-year follow-up, two of them statistically significant. In
particular, the fraction with three or more “severe” hardships was 8.8 percent in the treatment
group compared with 14.1 percent for the control group, mostly because of the reduction in
housing and neighborhood problems (discussed below) # Sixty-nine percent of the treatment
group reported at the four-year follow-up that they usually had enough money at the end of the
month compared with 63 percent of the control group. The two hardship measures reported
for Jobs First as of the three-year follow-up are not statistically significant and mixed in sign.
There is no impact of FTP or Jobs First on food insecurity, which is measured three ways.® The
impact on the use of food banks and soup kitchens is also insignificant in the EMPOWER
evaluation.

9.2.2. Health Insurance Coverage

Measures of health insurance coverage for adults and children, reported in Table 9.2, are
included in a larger number of studies, with a follow-up period as long as five years. Of the
programs reporting impacts in this domain, only WRP and Jobs First provide transitional health
benefits that exceed what is available to control group members. Lower rates of coverage for

8There are five possible “severe” hardships, specifically four or more neighborhood problems, two or more housing
problems, four or more material hardships, two or more social services used, and food insecurity with hunger.

8The three measures are based on a subset of the USDA Household Food Security Scale administered in the CPS.
Respondents are classified as food secure (no or only one hardship); food insecure without hunger (two to four
hardships); or food insecure with hunger (five or six hardships).
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treatment group members may indicate a loss of eligibility for public programs (e.g., Medicaid)
that is not replaced by private programs (e.g., employer-provided coverage), or it may result
from administrative problems obtaining or maintaining coverage for public programs for which
the individual is eligible

In terms of programs that focus on financial work incentives (Panel A), WRP-10 had a very small
and statistically insignificant impact on health insurance coverage as of the 42-month follow-
up for the respondent and the child. This is despite the fact that WRP-10 provided three years
of transitional Medicaid benefits for recipients leaving welfare for work in contrast to only one
year for AFDC recipients in the control group. However, since Vermont has an array of health
insurance programs available for low-income families, recipients in the control group were able
to obtain coverage from other sources, so there is little treatment-control difference in coverage
rates for adults or children.

MFIP-10 also shows no significant impact on coverage at the time of the 36-month follow-up
for the respondent. (A comparable measure is not available for children.) In contrast, the
fraction of adults and children with continuous health care coverage during the entire 36-
month period following random assignment is higher by 12-18 percentage points, differences
that are statistically significant. This effect is consistent with the higher rates of welfare usage,
which automatically qualified the family for Medicaid coverage among MFIP-10 participants at
the time MFIP was in place, as discussed in Chapter 4.

New Hope is the only study in Panel B (programs that focus on financial work incentives tied to
hours of work) that reports impacts on health insurance coverage. Poor families not employed
full-time at the time of random assignment into New Hope were less likely by 11 percentage
points to experience any periods without health insurance in the two-year interval since
random assignment compared with the control group. The impact estimate for the group
employed full-time at random assignment is nearly as large but not statistically significant. New
Hope provided subsidized health insurance, which is attributed with reducing gaps in coverage.
Even so, a sizeable fraction (47-49 percent) of the treatment group experienced one or more
gaps in health insurance coverage over two years.

Among the programs that focus on work mandates (Panel C), measures of health care coverage
for adults and children are available for L.A. Jobs-First GAIN two vears after randomization and
all 11 NEWWS programs up to five years after randomization. None of these programs provided
transitional Medicaid coverage for the treatment group that differed from the comparison
group. Almost all the point estimates are negative, indicating that programs that require
mandatory work activities tend to reduce the probability of health insurance coverage after two
years for both adults and children. However, all the effects are very small and only 4 of the 38
estimates are statistically significant. For the 7 NEWWS programs with five-year follow-up
impacts, there is little change between years two and five. The reductions in health insurance
coverage are consistent with the move off welfare to employment associated with mandatory
work requirements. Medicaid coverage received while on welfare is not entirely made up by
transitional Medicaid coverage, coverage under the poverty-related Medicaid expansions, or
transitions to employment-based coverage.

Among the programs that combine financial work incentives and mandatory work-related
activities (Panel D), MFIP has a favorable effect on health insurance coverage, while the reverse
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is true for WRP, the program with less generous financial work incentives. For example, urban
single-parent applicants in MFIP were 13 percentage points more likely to have had continuous
health care coverage in the three years since random assignment compared with the control
group. As noted earlier, the favorable MFIP impact is probably the result of the increase in
welfare use, which automatically qualified the family for Medicaid coverage at the time MFIP
was in place. Even though WRP is the only program of this group to offer transitional Medicaid
benefits, the fact that it did not result in a more favorable impact is attributable to the
availability of public insurance coverage through other programs in the state.

For the programs that evaluate TANF-like bundles of reforms, health insurance coverage is
reported only for FTP and Jobs First (Panel F). The former program shows statistically
insignificant effects as of the four-year follow-up. In contrast, Jobs First raises health insurance
coverage rates as of the three-year follow-up for children and adults respectively, with an effect
that is statistically significant only for the adult recipient. The difference may be due to the fact
that Jobs First provided two years of transitional Medicaid coverage compared with only one
year for the control group. FTP did not offer any additional transitional Medicaid benefits for
program participants compared with the controls.

9.2.3. Residential Moves, Housing Hardships, and Neighborhood Quality

Table 9.3 reports impact estimates for residential moves, housing hardships, and neighborhood
quality using various measures. Among the studies that focus on financial work incentives, only
MFIP-1IO reports results for measures of residential moves and neighborhood quality, with each
reported only for the sample with a child age 5-12 at the 36-month follow-up. For both
recipients and applicants, MFIP-IO reduces the number of moves that take place following
random assignment for families with primary-school-age children, with an effect for the
applicant group that is just under one-half a move and statistically significant. Fewer moves
may be indicative of reduced housing instability. Alternatively, it may indicate a diminished
ability to upgrade housing or neighborhood quality. On this point, reported neighborhood
safety does not appear to be affected much for either the recipients or applicants, although the
point estimates are opposite in sign for the two groups. When financial work incentives are
combined with work mandates (Panel D), MFIP shows no statistically significant impacts for
either residential moves or neighborhood quality.

Of the studies classified under Panel B (those that focus on financial work incentives tied to
hours of work), impacts on residential moves, housing hardships, and neighborhood quality are
reported for New Hope and SSP. For SSP, the number of moves is higher for the treatment
group, but the impact is statistically significant only for SSP families with a child age 6-11 at
follow-up. Again, whether the larger number of moves is favorable or unfavorable depends
upon the motivation for the change in residence. Measures of housing hardships are reported
in SSP, with favorable effects for two different measures (one of which is statistically
significant). On the other hand, neighborhood quality as measured by SSP is no different for
families with children in the first two age categories (3-5 and 6-11 at follow-up), and it is
negatively affected for families with the oldest children (age 12 —18 at follow-up). Thus, it would
appear that the higher number of moves associated with SSP are not leading to improved
neighborhood conditions (and they may actually be worse for families with teenagers), but
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housing quality may be somewhat better. Finally, New Hope considers only housing hardships
and finds impacts that are statistically insignificant and mixed in sign.

Measures in this domain are available for a few of the studies that focus on mandatory work-
related activities (Panel C). In the case of L.A. Jobs-First GAIN, there is no statistically
significant difference in neighborhood quality after two years. Impact estimates on the number
of residential moves as of the five-year follow-up are reported for 7 of the NEWWS programs.
With one exception, the impact estimates are all positive—indicating a higher fraction of the
treatment group made any move since random assignment—and two of the impacts are
statistically significant. Again, it is unclear whether this increased mobility is desirable or not.

A few measures of residential moves, housing hardships, and neighborhood quality are
reported in EMPOWER, FTP, and Jobs First (Panel F), three studies that focus on TANF-like
bundles of reforms. Four years after random assignment, FTP reduces the incidence of two or
more housing problems and four or more neighborhood problems, with effects that are
significant at the 5 and 10 percent level, respectively. There is no statistically significant effect
of FTP on crowding (defined as more than one person per room) or on the prevalence of
making one or more residential moves. Jobs First also lowers the number of neighborhood
problems after three years, but it results in a statistically significant increase in the incidence of
homelessness in the last year. Use of an emergency shelter is rare, even for the EMPOWER
control group (about 1 percent). The treatment group is lower by one-tenth of one percent, but
the difference is not significant.

9.2.4. Assets

Table 9.4 records various measures of the level and distribution of financial assets, and
ownership of physical property such as a house or automobile. These measures are reported
for an even smaller number of studies. WRP-1O is the only program that focuses on financial
work incentives with outcomes in this domain. One feature of WRP-10 was that the asset limit
(specifically the vehicle value) that determines welfare eligibility was increased, although it is
difficult to attribute changes in outcomes to this particular program features in itself. While the
effect on the average level of savings for more than three years after random assignment is small
and insignificant, the fraction with savings over $500 increases by more than half, from 9.2 to
14.4 percent, an effect that is significant at the 5 percent level. The impact on the fraction
owning a vehicle is not statistically significant. When financial work incentives are combined
with work mandates as for WRP (Panel D), the impact estimates for these measures have the
same sign but are smaller, and hence none are statistically significant.®

Among the programs that focus on financial work incentives tied to hours worked, only SSP
includes asset measures. (As part of the SSP reforms, there were no relevant changes in asset
rules.) As of the 36-month follow-up, average savings levels are estimated to decrease by $27 (or
5 percent) for SSP. Neither effect is a statistically insignificant impact.® SSP does result in a
reduction in the fraction with no savings and an increase in the fraction with savings above
$500, with the latter effect being statistically significant. At an earlier follow-up (18 months) for

SThere is no statistically significant impact on the fraction with debts exceeding $500 in WRP-IO or WRP (not shown).

&There is also no statistically significant difference in debt levels or in the distribution of debt for SSP (not shown).
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SSP, there was a significant increase in the fraction of the treatment group with a savings
account and with a registered retirement savings plan. In the case of the retirement plan, the
rate doubled from 1.2 percent for the control group to 2.4 percent for the treatment group. This
is indicative of how modest the asset levels are for the welfare population. In addition, SSP had
no significant impact on the fraction with a car, although the point estimate is positive.

Finally, of the programs that examine TANF-like bundles of reform, both FTP and Jobs First
examine changes in financial and other assets. In both cases, these programs increased the
asset limit (including vehicle value) that is used to determine eligibility for welfare receipt, from
$1,000 to $5,000 in each program for liquid assets and from $1,500 to $8,150 (FTP) and $9,500
(Jobs First) for the value of a vehicle. Again, the experimental designs of these studies do not
make it possible to identify the separate impact of changing asset rules.

Vehicle ownership is examined for both programs, with FTP using a broader measure (car, van,
or truck versus car only). While there is no difference for FTP at the four-year follow-up, Jobs
First shows a 4 percentage point higher rate of car ownership for the treatment group as of the
three-year follow-up, a statistically significant difference from the control group. There is no
impact in Jobs First on home ownership rates, from a base of less than 1 percent in the control

group.

Both programs also measure impacts on the level and distribution of savings. No significant
impacts for FTP are found as of the four-year follow-up, nor for Jobs First as of the three-year
follow-up. In the case of Jobs First, the point estimates suggest a negative impact on the level of
savings and the fraction with savings of $500 or more, and an increase in the fraction with no
savings. This stands in contrast to the impact estimates for these same measures as of the 18-
month follow-up, where there was a significant reduction in the fraction with no savings and a
significant increase in the fraction with $500 or more in savings (results not shown, see Bloom
et al., 2000b). In the latter case, the rate more than doubled, from 3.9 percent to 8.1 percent.
The early impacts on asset accumulation for Jobs First may be attributable to the more
generous financial work incentives, which also resulted in a significant initial impact on family
income. However, after year two, the effect of Jobs First on income fades (as the time limits go
into effect). It would appear that the favorable impact on asset accumulation fades at the same
time.

9.3. EVALUATING THE EFFECTS OF WELFARE REFORM ON OTHER MEASURES OF
WELL-BEING

In synthesizing the findings about the impact of welfare reform on other measures of well-
being, it is important to recognize that only experimental studies are available for drawing
broader inferences. Unlike the outcomes we analyze in other chapters, there are no
econometric studies with which to cross-validate the experimental findings. Thus, the
limitations of the experimental approach for estimating causal impacts of welfare reform must
be kept in mind, including the inability to capture effects on nonparticipants, the limits on the
generalizability of findings, and the potential for deviations from ideal experimental conditions
that may bias the impact estimates. With these concerns in mind, we aim in this section to draw
broader lessons about the impacts of specific reform policies and reform as a bundle on the
domains of well-being considered in this chapter.
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9.3.1. Effects of Specific Reforms

The demonstration studies with results for other measures of well-being evaluate three broad
policies alone or in combination: financial work incentives, mandatory work-related activities,
and time limits. The studies of family caps or parental responsibility requirements do not
include these broader outcome measures.

Financial Work Incentives

Taken together, the two experimental studies that focus primarily on financial work incentives
cover the four domains of well-being reviewed here. Generally, they show favorable impacts,
with several statistically significant impacts, most notably for continuous health care coverage
under MFIP-10. There are no statistically significant unfavorable impacts. Unfortunately,
MFIP-I0 and WRP-IO have almost no comparable measures in the domains covered by Tables
9.1 to 9.4, so it is difficult to determine whether more generous financial work incentives have a
more favorable impact on other measures of well-being.

Favorable impacts are also the norm for the two programs that focus on financial work
incentives tied to hours of work, and for the two programs that combine financial work
incentives with work requirements, especially when the financial incentives are more generous.
A comparison of New Hope and SSP with WRP and MFIP shows that both classes of programs,
with a few exceptions, produce favorable impacts on multiple measures of well-being. The fact
that these programs also tie their incentives to work does not appear to dampen the modestly
beneficial impacts. When the incentives are weaker, however, the impacts may be less
favorable. For example, there is a significant negative impact on children’s health insurance
coverage in WRP.

Mandatory Work-Related Activities

More limited information is available on the impact of mandatory work-related activities on a
broad array of measures of well-being. Health care coverage is the most widely reported
measure, with most of the studies that focus on mandatory work activities showing small
unfavorable, but insignificant, effects. In addition, L.A. Jobs-First GAIN provides mixed results
on the measures of food insecurity and neighborhood quality included in the study. In sum, the
results suggest a very small unfavorable impact, if any, on other measures of well-being for the
programs that focus primarily on work-related mandates. This is consistent with the lack of
sizeable effects on income and poverty, as discussed in Chapter 8.

Time Limits

None of the demonstration studies focus exclusively on the impact of time limits. Rather, time
limits are combined with other policies, such as work requirements and financial work
incentives. For this reason, it is impossible to tease out the marginal contribution of time limits
on the broader measures of well-being reviewed in this chapter. A comparison of the results for
demonstrations in Panel D with those in Panel F does not reveal any striking differences that
might be attributed to time limits, a feature of the second group of studies only. Such a
comparison is hampered by the inconsistencies in the measures available across studies and
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the differences in the length of the follow-up periods. The differences in outcomes for Jobs First
between the 18-month and 36-month follow-ups (e.g., on asset measures) are suggestive at
least that this outcome is negatively affected as time limits become binding.

9.3.2. Effects of Reform as a Bundle

In the absence of any econometric studies that assess the causal impact of welfare reform as a
bundle on other measures of well-being, only the experimental studies are available to try to
make inferences about how welfare reform as a whole may affect broader measures of well-
being. As noted above, these studies are limited in that they do not necessarily represent the
combination of policies as implemented in any given state under TANF, nor the weighted
combination of policies implemented across states. The demonstration studies also do not
capture the impact on potential welfare recipients, in other words, those who are diverted from
or who choose not to participate in TANF.

Among the demonstration studies we consider, those shown in Panel F of Tables 9.1 to 9.4
come the closest to representing the combination of policies implemented by most states under
TANF, with a combination of time limits, financial work incentives, and work requirements,
along with other features such as family caps and parental responsibility requirements. Of the
three studies that include other measures of well-being, we place the least weight on
EMPOWER. As noted in Chapter 3, the control and treatment groups in EMPOWER were
almost equally likely to think they were affected by time limits. Furthermore, by the 30-month
follow-up, the EMPOWER control group had become subject to the treatment conditions, so
the impact estimate is potentially biased by the control group crossover. Jobs First in
Connecticut and FTP, by comparison, maintained the experimental conditions through the
three- and four-year follow-up periods, respectively, and there was better differentiation
between the treatment and control groups in their understanding of the policies that applied to
them.

Focusing then on these two studies, the three-year follow-up period for Jobs First suggests that,
with a few exceptions, the combination of policies implemented in Connecticut had little effect
in the domains of well-being considered in this chapter. The exceptions are statistically
significant favorable impacts for adult health insurance coverage, reports of neighborhood
problems, and car ownership. The fact that the positive income effects for Jobs First evident in
the first two years disappear by the third and fourth years (see Table 8.1) suggests that favorable
impacts for these broader measures of well-being may also diminish over time.

The four-year follow-up available in FTP provides a similar picture. While FTP shows
unfavorable impacts for two of the four domains (health care coverage and vehicle ownership),
these effects are very small and statistically insignificant. In contrast, statistically significant
favorable effects are found for measures of material hardship, housing problems, and
neighborhood quality. However, none of these impacts are especially large. For the measures
that are available, it appears that FTP at worst has no large unfavorable impacts and, at best,
may lead to a small improvement in some domains. However, even as of the four-year follow-
up, only 17 percent of families in the FTP group had reached their time limits, accumulating
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either 24 or 36 months of welfare receipt.’” Whether the patterns observed as of the four-year
follow-up persist as more families reach their time limit or when there is a longer time interval
since the time limit was reached is an unanswered question.

While this assessment is fairly positive, we must be cautious in making a strong association
between the findings from FTP and Jobs First and the likely overall impact of welfare reform.
The results from these two experimental studies are suggestive that welfare as a bundle does
not necessarily lead to large negative impacts on other measures of well-being up to four years
after reform. However, this inference is based on only a limited set of measures available for
two studies that are inherently limited in their focus on current and former recipients in a
particular location and peint in time. Moreover, the full impact of time limits may not have
been observed with the length of follow-up available for analysis. Ideally, these findings would
be validated by high quality econometric studies of nationally representative samples for a
broad range of measures of well-being.

9.4. CONCLUSIONS

Limitations in the ability of family income to fully capture well-being led us to consider in this
chapter other measures of well-being, specifically four domains: material hardship and food
insecurity; health insurance coverage; residential moves, housing hardships, and neighborhood
quality; and asset ownership. However, the types of measures reviewed in this chapter are not
available in all the experimental studies, and when they are, the specific measures often differ
from study to study. Smaller sample sizes in demonstration study surveys mean that the
statistical precision of impact estimates will be reduced. Moreover, no econometric studies to
date have used the DoD approach to examine the outcomes in the domains we consider in this
chapter. The inability to cross-validate findings between econometric and experimental
approaches is a significant limitation. Consequently, we are more constrained in our ability to
make broader inferences about these important dimensions of family well-being.

Nevertheless, the random assignment studies provide some indication of the likely impact of
specific reform elements and possibly even welfare reform as a bundle. There is evidence that
financial work incentives, especially those that are more generous and increase family income,
have mostly favorable, but modest, impacts on other measures of well-being. Programs with
mandatory work-related activities tend to have smaller and often unfavorable impacts. Often,
these programs lead to lower welfare use and little change or even a decline in family income.
Health insurance coverage typically declines because the loss of Medicaid coverage received by
welfare participants is not fully replaced in the transition from welfare to work by transitional
Medicaid, poverty-related Medicaid coverage, or employer-based coverage. Less is known
about the specific impact of time limits on other measures of well-being, because the
demonstration studies do not isolate this program feature and because a comparison across
studies with and without time limits (among other program features) is limited by a lack of
comparability in the available measures of well-being. Unfortunately, there is almost no basis
for determining whether any of these conclusions would be different for different
subpopulations.

87Some who reached the time limit were granted extensions for medical reasons.
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Finally, we cautiously suggest that some of the experimental studies may be indicative of the
types of impacts associated with welfare reform as a bundle. In particular, two of the higher-
quality demonstrations that evaluate time limits, financial work incentives, and work
requirements suggest that the short-term impacts on broader measures of well-being are not
likely to be substantially unfavorable, but neither are they associated with sizeable
improvements. This rather neutral conclusion may not hold up when outcomes are assessed
over a longer horizon, especially if time limits are associated with eventual declines in family
incomes, as families leave welfare for work and no longer benefit from the welfare system’s
financial work incentives.



Chapter Ten
CHILD OUTCOMES

10.1. BACKGROUND

As part of the debate that preceded the passage of PRWORA, there was considerable discussion
about the potential for both negative and positive impacts of the new TANF program on child
well-being. Some were concerned that increased work effort by welfare-reliant mothers would
be harmful to their children. A related concern was that the loss of welfare income might
further increase child poverty, again with negative consequences for children. Others
suggested that the transition from dependency to self-sufficiency would increase income and
provide a positive role model for disadvantaged children and youth. Promoting marriage and
family stability was also viewed as beneficial for children.

There are a number of reasons to expect welfare reform to affect child well-being. First, some
welfare reform policies are directly aimed at changing parental behavior or investments in their
children through features such as parental responsibility requirements regarding school
attendance or immunizations and well-child care, and through requirements for parenting
classes. Second, welfare reform policies may change other behaviors that have indirect effects
on child well-being. For example, as we have seen in earlier chapters, work effort by mothers
with children may change as a result of welfare reform policies. Research suggests that the
relationship between maternal employment and child health and development depends on the
nature of the mother’s job, the change in family resources, the quality of child care and
activities for older children, and the mother’s psychological well-being (Morris et al., 2001).
Family income may also be affected by welfare reform through changes in welfare payments
received, earnings, and other transfers. Again, there is a body of research that indicates that
family income can affect child development, showing a link between childhood poverty and
detrimental outcomes for children. (See, for example, the studies in Duncan and Brooks-Gunn,
1997, and the reviews provided by Haveman and Wolfe, 1995; Mayer, 1997.) Other outcomes
relevant for children’s development that might be affected by welfare reform include maternal
schooling, child care utilization and quality, access to health insurance, and living
arrangements. Indeed, we have seen evidence in prior chapters that welfare reform as a whole,
and specific policies and programs embedded in the reforms in particular, has almost certainly
affected work effort, welfare receipt, and family income.

As investigations of the linkages between child outcomes and welfare reform have multiplied,
researchers have developed a model of the pathways through which changes in welfare policy
might affect child well-being (see Duncan and Chase-Lansdale, 2001). That model generally
posits that welfare reform will have immediate or direct effects on parental work effort, welfare
receipt, family income, child care, family structure, and educational attainment. These

203
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outcomes, in turn, affect the amount and composition of the resources—financial and
otherwise—available for raising children. In addition to resources, other intervening or
intermediate behaviors and outcomes can change as a result of the direct impacts. Examples
include parent psychological well-being (e.g., self-esteem, sense of self-efficacy, stress,
depression, substance abuse), parent-child interaction (i.e., the quantity and quality of time
available for positive interaction and supervision), child socialization (e.g., for older children,
messages about work, responsibility, and self-sufficiency), and access to services (e.g., health
care).

These direct and intermediate impacts are then expected to affect child health and
development in a number of domains, including cognitive development, behavioral and
emotional adjustment, school achievement and attainment, antisocial and delinquent
behavior, child safety, and physical and mental health. Within this framework, welfare reform
might be expected to have both negative and positive effects on children’s outcomes, and some
outcomes might remain unchanged because of opposing forces. This framework also suggests
that child impacts might vary with the age or gender of the child, as well as with other family
background characteristics. Finally, some aspects of child development may be more
responsive within a short period to the effects of welfare reform, while other indicators of child
development may take time for the impacts to cumulate. For example, child behavior problems
at both younger and older ages may manifest themselves within a short time frame, while it
may take longer for effects on child health to become apparent.

Many of the child outcomes of interest are not measured routinely as part of large nationally
representative surveys (e.g., the CPS). In addition, more specialized smaller-scale surveys may
not have sufficient sample sizes to implement the DoD methodology reviewed in Chapter 3.
Likewise, there are few administrative databases that track relevant outcomes in a consistent
manner over both geographic space and time. Consequently, in contrast to outcomes like
welfare caseloads, employment and earnings, and income, there are considerably fewer
econometric studies that employ the DoD methodology to examine child well-being; in fact, we
are aware of just one study that analyzes direct measures of child well-being.®

Instead, much of the research on child outcomes and welfare reform is conducted in the
context of experimental evaluations. A child outcome component has been included in a
number of the welfare experiments, with most studies relying primarily on data collected from
parents (and sometimes teachers or the children themselves). A few experimental studies also
use administrative data for outcomes such as child maltreatment and foster care. However,
across the experimental studies, data on child outcomes are not universally available. Of the
studies listed in Table 3.5, the programs in Arizona (EMPOWER), Arkansas (AWWDP), Indiana
(IMPACT), lowa (FIP), New Jersey (FDP), and Virginia (VIP/VIEW) do not report results for child
outcomes in the domains we list above.® The other evaluations report results for at least one
child outcome for at least one treatment-control contrast.®

8BHaider, Jacknowitz, and Schoeni (2002) use aggregate state-level data on rates of breast-feeding from 1990 to 2000 to
estimate the impact of various features of state work requirements under waivers and TANF on breast-feeding rates.
They find that the most stringent work requirements that apply to women with infants have significantly reduced the
prevalence of breast-feeding six months after birth for all mothers and for women on WIC. Since the incidence of
breast-feeding is a more indirect measure of child well-being, we do not include their study in our synthesis.

8 some cases, like Indiana and Towa, future reports are planned with impact estimates for child outcomes.

Drn the case of the multitreatment SSP study, child outcomes are reported for only the primary study.
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Since our synthesis of the impact of welfare reform on child well-being will, of necessity, draw
almost exclusively on random assignment studies—and then only on a subset of the studies
covered in this report—the caveats discussed in Chapter 9 for other measures of well-being are
equally relevant here. As with other measures of well-being, the sample sizes available for
analysis are often smaller than those available for the full evaluation. Studies focus on various
child outcome domains, and the measures used in a given domain are not always comparable
across the studies that cover that domain.®" Again, this affects our ability to draw more general
inferences from the collection of studies. The limitations of experimental studies—the inability
to capture program entry effects, questions about generalizing from a local or state
demonstrations to national reform, and problems with maintaining ideal experimental
conditions—will also affect the broader conclusions we draw in this chapter.

With these concerns in mind, the remainder of this chapter will first discuss the findings from
the experimental studies that focus on child well-being. Our understanding of the differences
by subgroups gleaned from these studies are discussed in Appendix A and are also summarized
in this second section. We then turn to a discussion of the one relevant econometric study. The
results from the experimental and econometric studies are synthesized in the fourth section. A
concluding section ends the chapter.

10.2. RANDOM ASSIGNMENT STUDIES OF THE EFFECTS OF WELFARE REFORM
ON CHILD WELL-BEING

For the studies that do include child outcome measures, there is a wealth of information, which
presents a number of challenges. Unlike some of the other chapters in this report, where there
is considerable uniformity in the outcome measure across studies, child well-being can be
conceptualized in many ways, with a myriad of indicators for any given domain, whether it be
child behavioral problems, academic success, physical and mental health, or some other area of
functioning. Very few studies measure the exact same sets of indicators, or even the same
indicators within the same domains.

In some cases, the measures are straightforward indicators of child outcomes. Good examples
include whether a grade has been repeated since random assignment or whether a child has
made an emergency room visit since random assignment. In other cases, the indicators are
standard scales or test batteries with well-understood psychometric properties (e.g., reliability
and validity).® For example, the Behavioral Problems Index (BPI) is a frequently used measure
of child problem behavior in both small- and large-scale studies, and it appears in the child
outcome impact analyses for several of the demonstration studies. However, the BPI is not the
only measure of problem behavior used in these studies, so differences across studies in child
behavior measures may arise from the scales themselves and from the dimensions of behavior
they measure rather than from true differences in behavior. As another example, the Peabody
Picture Vocabulary Test-Revised (PPVT-R), a standard measure of receptive vocabulary, is used
in just one of the demonstration studies we review. Other studies that measure language or
reading ability do so with different measures. The reliance on the same well-validated child
outcome measures in many demonstrations is an advantage for making cross-study

I[ssues associated with measuring child outcomes are discussed more fully in the next section.

%A test is reliable if an individual has similar scores on repeated applications of the test. A valid test is one that
measures what it purports to measure.
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comparisons. However, cross-study comparisons are made more difficult when studies do not
focus on the same domains, or when they do not use a similar set of indicators within a domain
or the same metric or scale for a given indicator.

Another feature of this literature is that some outcome measures represent favorable outcomes,
so a positive numerical impact is desirable; in other cases, the metric represents an unfavorable
outcome, so a negative impact is the goal. Our analysis is further complicated by the
expectation, as noted in the introductory section, that the impact of welfare reform may vary
with the age of the child. Hence, we are interested in differential impacts for children by age,
with age groups typically defined as preschool, primary school age, and adolescents.

In light of these challenges, we have organized the tabular presentation of the results from the
experimental literature in a format different from the one we used in earlier chapters. First, for
any given study, we have grouped the measures of child outcomes into four broad categories:
behavior, school performance, health, and other.® The first captures both positive and
negative aspects of behavior, ranging from such measures as the BPI or an index of positive
social behaviors for younger children, to being suspended or expelled from school, to being
involved in criminal or delinquent activity (for older children). The second outcome category
includes various measures of school performance and achievement, including subject-specific
test scores (e.g., reading and math), parental reports of school performance, the extent of grade
repetition, and use of special education. General measures of health status are included in the
third category, along with other indicators of health and safety, such as reports of child abuse
and neglect. A fourth residual category captures other outcomes such as foster care placements
and participation in clubs or organizations.

Many of these measures relate to the child’s current status at the time of data collection (e.g.,
health status), while others capture outcomes over a child’s lifetime (e.g., ever repeated a grade
in school). Others ask about behavior or outcomes since random assignment. We have tried to
clearly indicate whether a measure is cumulative (“ever”) or measured since random
assignment (“since RA”). Those not explicitly designated are assumed to relate to current
status.

Given the multiple measures that are often not comparable across studies, we do not record the
numeric level of the outcome for the control group or the impact estimate (treatment-control
difference), as we have done in previous tables. Instead, we record impact estimates in a
favorable direction (whether numerically positive or negative) as “F,” while those in an
unfavorable direction are recorded as “U.” Impact estimates that are zero are recorded as “0.”
The statistical significance of each impact is indicated along with the effect size for the impact

BThese categories overlap to some extent given that some outcomes could be easily classified in more than one of the
areas we have defined. For example, school suspensions could be a behavior problem or a school outcome. We have
classified it as the former, but we recognize that others might place it in the latter category. For our purposes, the goal
was to be consistent rather than rigid in defining these broad outcome categories.
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estimate when it is available.* The directional indicator and the effect size are in bold type for
those impact estimates that are statistically significant.

Finally, where possible, we record outcomes first for all children and then stratified by age
group. Since studies often use different age cutoffs in their age strata, we separately record
results for the youngest age group (typically preschool), middle age group (typically primary
grades), and oldest age group (typically preteens and teens in secondary grades and above) and
indicate for each study what age cutoffs are used. The ages recorded are the ages at follow-up,
so they can be compared across studies with different follow-up intervals. Given the outcome
domains considered and the metrics available, infants and toddlers are often excluded from the
analyses.

We now turn to a summary of the results for experimental evaluations of programs grouped by
their policies. The results are recorded in Table 10.1 using the approach we have just outlined.

10.2.1. Programs That Focus on Financial Work Incentives

Of the programs that primarily evaluated financial work incentives (Panel A of Table10.1), both
MFIP-10 and WRP-10 evaluated child outcomes. The MFIP study focuses on a cohort in a more
narrow age range (5 to 12), while WRP reports results for all children, and for children age 10
and above. The follow-up periods were between three and three and one-half years.

Vermont’s WRP evaluation included a follow-up telephone and in-person survey with both
recipients and applicants in WRP and WRP-IO (Bloom, Hendra, and Michalopoulos, 2000).
Compared with MFIP, WRP examined a somewhat more limited set of child indicators. In
general, the results show no consistent effect of the WRP-10 program for the sample of nearly
1,200 children studied. Children in the treatment group had a significantly higher likelihood of
missing a day or more of school in the last month, but a significantly higher rate of participation
in clubs and organizations. For those age 10 and above, the treatment group reported a
statistically significant higher rate of ever being in trouble with the police (26.8 percent versus
17.2 percent for controls), but there were no significant differences in school dropout behavior
or behavior problems (although the impact estimates were in the favorable direction).

The MFIP child analysis (both the Incentives Only and full program) focuses on a random
subset of families in the evaluation sample who entered the study in the first six months (April
to October 1994) and who had at least one child age 5 to 12 at the time of the survey, three years
after random assignment (Gennetian and Miller, 2000). Much of the data collected refers to a
“focal” child rather than to all children in the family.% With this narrower age group, MFIP-10
does not provide results for infants and adolescents, unlike some of the other evaluations. As
with other MFIP analyses, results are available for long-term recipients and applicants, with
about 600 and 400 children in the combined treatment and control groups, respectively.

HThe effect size is a standardized measure of impact and is defined as the program impact (treatment minus control
group difference) divided by the standard deviation of the outcome for treatment and control groups combined. In
Table 10.1, we report the absolute value of the effect size for those studies that report it. Since standard deviations are
typically not provided, it is not possible to calculate effect sizes when they are not reported by the study authors.

%some measures are available for all children. Impacts for the full MFIP for adolescents age 13 and above, in addition
to those for the focal children age 5 to 12, are discussed in Section 10.2.4 below.
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In general, MFIP-10 produced largely favorable effects for children of long-term recipients.
Statistically significant beneficial impacts were concentrated in the behavioral and schooling
domains. The impact for one health indicator, emergency room visits for any child in the
family, was unfavorable and statistically significant for recipients. For applicants, most effects
were not significant, but a few in the school performance domain were unfavorable. Other
results (not shown) indicate that MFIP-10 improved the physical home environment and
reduced harsh parenting for recipient children while the reverse was true for applicants
(Gennetian and Miller, 2000). Recall that in Chapter 8, MFIP-IO had stronger effects on income
for long-term recipients than for recent applicants. Also, applicant children in the control
group performed better than recipient children in the control group, indicating there was less
room for the program to improve child outcomes among the more advantaged applicant
children.

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

Child impacts are available for two of the programs—New Hope and SSP— that are classified in
Panel B of Table 10.1 as evaluating financial work incentives tied to hours of work. An analysis
of child outcomes is expected in 2002 for the SSP Applicant study.

The New Hope Child and Family Study administered questionnaires to parents and teachers for
the sample of families at random assignment with at least one child age 1-10 (Bos et al., 1999).
At the two-year assessment, a focal child, then age 3-12, was the subject of parental reports on
child behavior and school progress. Teachers also provided ratings on indicators in these
domains for children in kindergarten and above. Information was also collected directly from
children starting at age 6. In addition to presenting results for all children, results are often
stratified into three age groups: 3-5, 6-8, and 9-12. The sample sizes for many of the impact
results shown in Table 10.1 are among the smallest of the studies we consider, ranging from
under 250 combined treatment and control children aged 3-5 and 6-8, to over 600 children of
all ages with parental reports of school behavior. In addition to these results, Bos and Varga
(2001), in a separate analysis, report results for adolescents age 12 to 18 based on data collected
for all children in the New Hope sample.

Even though the New Hope parental outcomes, such as employment, earnings, and income,
shown in previous chapters differed by employment status at the time of random assignment,
there were few differences in child outcomes across the two groups. Pooled results are
summarized in Table 10.1. With the exception of the adolescent results, only two of the
outcomes recorded in the table show a significant favorable effect, while none shows a
significant unfavorable effect. The teacher’s report of school performance and positive social
behavior both favor the treatment group, with an effect size that equals about 0.25 of a standard
deviation in each case. Parents’ reports of total positive behavior are also more favorable for
the treatment group. None of the outcomes measures shown separately for the two younger
age groups are statistically significant, but small sample sizes mean that small differences are
unlikely to be detected. The impacts for New Hope adolescents are mixed, with both favorable
and unfavorable statistically significant impacts across the behavior and school achievement
domains. On the positive side, New Hope adolescents are less likely to be in special education
and more likely to be in a gifted or talented program. On the negative side, they are more likely
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to have repeated a grade, have a higher number of contacts by the school for behavior or
academic problems, and are reported by their parents to be performing more poorly in school.

The SSP evaluation assessed child outcomes three years post-randomization through a survey
of participants and their children (Morris and Michalopoulos, 2000).% QOutcome measures
covered the child’s social and antisocial behavior, school progress and achievement, and health
and safety. In addition, it is among the few studies to administer achievement tests to
children—the PPVT-R for children age 4 to 7 and a math skills test for children age 7 to 15—to
directly assess academic performance. SSP reports results stratified into three age groups (3 to
5, 6 to 11, and 12 to 18), with about 1,000 children each in the youngest and oldest age strata,
and about 450 in the middle strata.

The impacts for SSP are striking in how consistent the results are within the age strata. For the
youngest children, none of the outcomes were significantly affected by the program. Of the
significant impacts for children age 6-11, all were favorable and centered on measures of school
achievement (math score and maternal report of achievement in specific subjects) and health
(general health and presence of long-term health problems).” The effect sizes were generally
small, however. In contrast, for the oldest age group, all the statistically significant effects were
in the unfavorable direction, with detrimental effects concentrated in the behavior domain. For
instance, children age 12-18 at follow-up had higher rates of school behavior problems, minor
delinquent activity (15-18-year-olds only), and use of tobacco, alcohol, and drugs, with effect
sizes that range from about 0.10 to 0.20 standard deviations. At the same time, there were no
significant treatment-control differences in many of the other indicators measured for this age
group, including math and reading test scores. It is worth noting that adult outcomes for SSP
families with children age 12-18 at follow-up were as favorable as they were for families with
children in the youngest and middle cohorts.

10.2.3. Programs That Focus on Mandatory Work-Related Activities

Panel C of Table 10.1 records the child outcomes measured as part of L.A. Jobs-First GAIN
(Freedman et al., 2000b), as well as the 11 NEWWS programs (Hamilton, Freedman, and
McGroder, 2000; Hamilton et al., 2001).% These programs, which focus on mandatory work-
related activities, collected information at the two-year or five-year follow-up on the children of
recipients and applicants, either single parents (Los Angeles) or all parents (NEWWS). In 6
NEWWS programs (LFA and HCD programs in Atlanta, Grand Rapids, and Riverside), the Child
Outcomes Study (COS) collected additional measures for a focal child age 3 to 5 at
randomization (ages 8 to 10 as of the five-year follow-up). We discuss those findings in the
context of the measures reported in Table 10.1 for children in this age range, but we do not
report the additional COS measures in the table.

BFor some outcomes, reports were made by both parents and children, while others were collected from parents only
or children only. When results are available from both parent and child reports, we record the parent result in Table
10.1. Unless otherwise noted, the parent and child impact results were very similar.

YThere was no statistically significant difference in the child report of average school subject achievement and in
general health status. Both measures were reported by those age 10-11 only. For both of these indicators, the favorable
impact measured in the parental reports is strongest for children age 6-8, suggesting that the difference in parent and
child reports results from a lower impact among the older children in this age range.

®Child outcomes were not assessed as part of the Indiana IMPACT evaluation.
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L.A. Jobs-First GAIN collected child-level information through a client survey two years past
baseline for close to 1,600 children (Freedman et al., 2000b). Information collected covered
such areas as academic achievement and school performance, behavioral and emotional
adjustment, and safety. Results are recorded for all children, as well as for children classified by
age at the time of follow-up: 5to 7,8 to 11, and 12 to 20, with over 400 children in each group.
For the pooled sample of children, there was only one statistically significant effect (and that
only at the 10 percent level): a more favorable outcome on school expulsions/suspensions (9.3
percent treatment versus 12.9 percent for controls).

Children in the youngest age group (5 to 7 at the time of the follow-up) were significantly more
likely to repeat a grade (6.2 percent versus 0.4 percent for controls) and to have a special
physical, emotional, or mental condition that made their parents” work difficult. This effect
may be the result of the higher work effort among the treatment group parents. For children 8
to 11 at follow-up, the treatment group experienced a significantly higher rate of attending a
special class for physical, emotional, or mental condition (15.5 percent versus 9.8 percent for
the control group). The other impact estimates were mixed. For the oldest age group, up to 18
at random assignment and 20 at the follow-up, there were no statistically significant treatment-
control differences on any of the indicators. In some cases, the impact estimates were favorable
and in others not favorable.

Outcomes in the NEWWS evaluation—collected for 4 programs only for the 2-year follow-up
and for the other 7 programs as of the five-year follow-up—focused on maternal reports of
behavioral adjustments, school progress, and health and safety for all children age 18 or under
at random assignment, with samples that range from 500 to 1,200 as of the final follow-up. The
COS, also collected through a survey at the two-vear and five-year follow-ups, focuses in more
detail on academic functioning, social skills and behavior, and health and safety for young
children age 3 to 5 at random assignment based on reports from mothers, teachers, and the
children. Sample sizes range between 250 and 550 depending on the measure and the site. For
the 4 programs with only two-year follow-up impact estimates, since many of the indicators are
only relevant for school-age children, the results recorded in Tablel0.1 for all children are for
the analyses conducted on the sample of families where all children were age 6 and above.

Overall, the NEWWS child outcome results show no clear pattern of beneficial or harmful
effects for children up to age 14 at follow-up across domains within the same program or across
the 11 programs. Both favorable and unfavorable effects are found across all the domains,
sometimes for the same program. Typically, one or just two specific outcomes out of the seven
reported outcomes in the five-year follow-up or five reported outcomes in the two-year follow-
up have statistically significant impacts. Results for infants and toddlers (those age 1 to 2 at
random assignment and 6 to 7 at follow-up), available for only two sites, show largely favorable
effects for the two Grand Rapids programs and more unfavorable effects for the Portland
program. The results of the COS (not shown) which focuses on pre-school-age children at
random assignment also shows no clear pattern of favorable or unfavorable effects, and the
impacts that were found were not related to the program approach (Hamilton et al., 2001). For
the adolescents at random assignment (those age 15 to 23 as of the five-year follow-up),
however, there is higher prevalence of statistically significant unfavorable effects, especially for
schooling outcomes in the Riverside HCD program, the program with the largest income
declines (see Figure 8.2).
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10.2.4. Programs That Focus on Financial Work Incentives and Mandatory Work-
Related Activities

Child impacts are available for three of the programs—WRP, MFIP, TSMF—that are classified in
Panel D of Table 10.1 as combining financial work incentives and mandatory work-related
activities.® The results for the full WRP evaluation show even fewer significant impacts on
children in total and for those age 10 and above than the Incentives Only component of the
program (Bloom, Hendra, and Michalopoulos, 2000). The only significant impact is a higher
rate of participation for all children in clubs and organizations (34.2 versus 26.5 percent). There
is no clear pattern with respect to the relative contribution of work requirements on top of the
incentive program. The only statistically significant difference is in the measure of school
absence, which has a more favorable outcome in the combined program.

The results for the combined MFIP closely mirror those seen earlier in Panel A for MFIP-10 for
children age 5-12 at follow-up. In particular, children aged 5-12 of long-term recipients
experienced several favorable impacts concentrated in the behavior and school domains. Many
of the same indicators significant in Panel A are likewise significant in Panel D. When selected
indicators were considered for recipient children younger than age 9 versus age 9 and above,
the latter group (those who were school-age at random assignment) had stronger impacts (not
shown). Two school performance measures and the BPI had favorable effects for the older
subgroup. There were no significant effects for the youngest children, those who were pre-
school-age at the start of the experiment. Compared with the older cohort, adult MFIP
participants in this group experienced a larger increase in employment and income.

A comparison of the two MFIP interventions (full MFIP versus MFIP-10) for long-term
recipients indicates that the favorable effects on child outcomes in terms of behavior and
school performance can be attributed to the financial work incentives component of the
program. The addition of the work requirements had an unfavorable effect on a measure of
positive behavior—the opposite of the effect of financial work incentives alone—so that the
impact of the full MFIP was close to zero (not shown). At the same time, all other child
indicators were unaffected by the addition of the work requirements. This suggests that adding
mandatory work-related activities to a program with more generous financial work incentives
may not be that harmful to children. This is despite the fact that adding the work requirements
further increased full-time employment and lowered welfare benefits.

For recent applicants, the full MFIP generally had no effect on the child indicators measured for
those aged 5 to 12. The one exception was a measure of whether the focal child had been
suspended or expelled since random assignment. Small sample sizes make it more problematic
to separate the effects of work requirements versus financial work incentives for the applicants
in the study. Compared with the long-term recipients, children in the recent applicant group
began with fewer disadvantages and were more heterogeneous, which may explain some of the
differential impact.

MFIP also provides a more limited number of measures, mostly in the schooling domain, for
children age 13 and above at the time of follow-up (age 10 and above at random assignment).
As seen in Panel D of Table 10.1, the impacts for these adolescents are all insignificant for long-

Blowa’s report on child outcomes in FIP is expected later in 2002.
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term recipients and mixed in sign, but they are all unfavorable and, with one exception,
statistically significant for the adolescents of recent applicants. It is unclear whether these
unfavorable impacts might be associated with the work requirements or financial work
incentives components of the program, although recent applicants were not subject to the
MFIP work requirements for much of the follow-up period.

The evaluation of the Michigan TSMF program is one of the few to rely exclusively on
administrative data to assess child outcomes. The evaluation shows no significant differences
between treatment and controls in any of the measures considered: substantiated reports of
abuse and neglect, placement in foster care, and for older children (age 12 and above),
employment and earnings. The labor market outcomes for youth were examined because
Michigan’s program allowed a 100 percent disregard of earnings from dependent children.
Despite this program feature, it does not appear to have significantly affected work effort on the
part of teens.

10.2.5. Programs That Focus on Other Reforms

Of the four studies classified in our residual category and listed in Panel E of Table 10.1, only
PPI and PIP include analyses of child outcomes. Since these two demonstrations focused on
parental responsibility requirements, specifically with regard to preventative health care (PPI)
or immunizations (PIP), the main outcomes of interest pertain to the domain of child health for
younger children.

The PPI program in Maryland required families with children age 3-24 months to verify that
their children received preventative health care, including immunizations. Data collected
through medical records abstraction for nearly 1,800 treatment and control children one and
two years after randomization provided information on preventative visits per year and on
whether children were up to date for three specific vaccinations (Minkovitz et al., 1999). The
results show no significant treatment-control differences at either the first or second year
follow-up in whether vaccinations were current, and no significant differences in the number of
well-child visits to a primary care provider or whether at least one well-child visit was made a
year.

Georgia’s PIP, which required families to demonstrate proof of up-to-date immunization status
semiannually (up to 1996) or annually (after 1996), served families with children age 6 or
younger. Medical records were examined for about 2,800 treatment and control children in the
demonstration four years after randomization to determine age-appropriate rates of
immunization annually for five specific vaccinations (Kerpelman, Connell, and Gunn, 2000). In
each of the four vears post-randomization, children in the treatment group were significantly
more likely to be current on at least four, and most often all five, of their vaccinations. For
example, four years after randomization, 87.5 percent of treatment children were up to date on
their polio vaccination compared with 80.1 percent of the control group. The impacts for this
vaccination and two other vaccinations with relatively high rates of immunization even in the
control group (specifically DTP, Diphtheria-Tetanus Toxoids-Pertussis, and MMR, Measles-
Mumps-Rubella) are considered large given the potential for a “ceiling effect” (i.e., efforts to
increase immunization rates often reach a “ceiling” beyond which further increases to 100
percent coverage are difficult to achieve).
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10.2.6. Programs That Focus on TANF-Like Bundles of Reforms

Of the six programs classified in Panel F with a focus on TANF-like bundles of reforms, to date
only ABC, FTP, and Jobs First report analyses of child outcomes.!® Delaware’s ABC evaluation
examined child protective services administrative data for nearly 4,000 children in the
treatment and control groups to assess the impact of the program on substantiated reports of
child abuse and neglect (in aggregate and for subcomponents of maltreatment) and placements
in foster care (Fein and Lee, 2000).1%" The results show a statistically significant increase in the
incidence of child neglect in years one and three but not in year two.12 For example, in year
one, 2.6 percent of the control group had a substantiated report of child neglect compared with
4.1 percent for the treatment group. No significant differences were found for other types of
maltreatment (e.g., physical and emotional abuse or sexual abuse) and foster care placements.
The combination of benefit decreases and increased work effort in years one and three is
suggested by Fein and Lee (2000) as an explanation for this result. In contrast, while benefits
fell in the second year, earnings did not increase. This interpretation is consistent with Paxson
and Waldfogel (1999) who estimate that increased maternal employment in single-parent
families increases child maltreatment. Since income—which is sometimes negatively
associated with the incidence of abuse and neglect in Paxson and Waldfogel’s (1999) study—did
not increase, the negative employment effect would be expected to dominate.

Florida’s evaluation of FTP covered behavior problems, school outcomes, health status, and, for
older children, delinquency and child bearing measured through a client survey four years
post-randomization (Bloom et al., 2000). There are few statistically significant impact estimates
on a range of child outcome measures, evaluated separately for about 1,100 children age 5-12,
and nearly 750 children age 13-17. For the younger age group, FTP led to a statistically
significant unfavorable outcome on the positive behavior scale, but the mother’s report of the
child’s general health was significant and favorable. There were no statistically significant
treatment-control differences for the youngest children in terms of current school achievement
as reported by the mother, use of special education, or school suspensions, with impact
estimates in both the favorable and unfavorable direction.

For the older children, FTP resulted in an increase in the rate of school suspensions (41 percent
for the treatment group versus 33 percent for the control group), equal to 0.17 of a standard
deviation. The maternal report of educational success was also unfavorable and marginally
significant. No significant differences in other outcomes for the older children such as grade
repetition, ever arrested, or having a baby were found in the four-year follow-up; all but one of
these insignificant impact estimates was in the unfavorable direction, however. The contrast
between the younger and older children in FTP is not as sharp as it was for the age differences
observed in SSP.

1007 ¢child outcome study is included as part of the Indiana evaluation with results expected to be released in late 2002.

10lThe Delaware evaluation will include an analysis of child schooling outcomes in the future. ABC required parents to
ensure children were attending school as part of a Contract of Mutual Responsibility (Fein, Lee, and Schofield, 1999). If
attendance is unsatisfactory, the parent has agreed to cooperate with efforts to address the problem. Violations can
lead to a reduction in the size of the cash grant, up to a permanent loss of benefits.

12Recall that in Delaware, the control group was enrolled in ABC 18 months after the initial randomization. Thus, by
the second year of follow-up, some controls had received the treatment for up to 6 months. Also, by year three a
substantial fraction of the treatment group had begun to hit their 24-month time limits (but none of those in the
treatment group whose clocks started 18 months later).
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The Jobs First three-year follow-up survey collected information on school achievement for all
children under age 18, collected information on contact with the police and fertility for older
children age 13 to 17 (a sample of about 1,000 adolescents), and collected more detailed
information on behavior and functioning for about 1,500 “focal” children age 5 to 12 at follow-
up (Bloom et al., 2002). (We do not include results based on a survey of the teachers of a subset
of the focal children.) For the focal children, the impacts are largely favorable, and in the case
of behavioral outcomes also statistically significant (although the effect sizes never exceed 0.1).
For adolescents, however, the results are more mixed. Impacts in the schooling and health
domains are all unfavorable, although only one impact (current school achievement) reaches
statistical significance, perhaps because of smaller sample sizes. At the same time, adolescents
of Jobs First participants were less likely to be convicted of a crime.

10.2.7. Subgroup Differences

Given the variation in the subgroups analyzed across random assignment studies (summarized
in Appendix A), it is difficult to draw firm inferences about subgroup differences associated with
different policies or programs. None of the programs that focus on financial work incentives
alone included analyses by subgroups. Likewise, there are too few analyses by subgroups for
the programs that focus on work requirements alone to draw solid conclusions about likely
differential impacts.

Among the programs that combine financial work incentives and mandatory work-related
activities, more differences by subgroup are analyzed, but they do not show a clear pattern.
Impacts by child gender sometimes favor boys and at other times favor girls. MFIP appears to
generate more favorable impacts for those at greater socioeconomic risk. At the same time,
New Hope and SSP do not reveal any differences by characteristics that also capture risk of
dependency on welfare.

10.3. ECONOMETRIC STUDIES OF THE EFFECTS OF WELFARE REFORM ON CHILD
WELL-BEING

Given the data issues discussed in the introductory section, it should not be surprising that
there are so few econometric studies of the impact of welfare reform on child outcomes. Most
of the outcomes of interest—such as impacts on cognitive, emotional, and social development;
behavior problems; school performance; and child health—are simply not collected for large
nationally representative samples over time. Without such data, it is difficult to implement the
DoD methodology required to control for unobserved confounding factors.

We are aware of just one relevant econometric study, one that uses administrative data on child
maltreatment and the DoD methodology to investigate the impact of welfare reform in general
and specific reform policies. Paxson and Waldfogel (2001) use state-level administrative data on
child maltreatment and foster care to model the relationship between these outcomes and
welfare policies, measured by the existence of a pre-TANF waiver, the existence of a family cap
under AFDC or TANF, benefit levels under AFDC or TANF, and then specific policies post-TANF
(work requirements, sanctions, and time limits). The outcomes they model by state and year
from 1990 to 1998 include the log of reports of child abuse and neglect (in total and
disaggregated), substantiated cases of abuse and neglect and the substantiation rate, and the
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number of children in out-of-home (primarily foster) care. Controls are included for the size,
age, and race composition of the child population; the fraction of children in urban areas; the
proportion of children whose mother has less than a high school degree; the unemployment
rate; and state and year fixed effects. Controls are not included, however, for other state-level
child welfare policy variables that were changing over this period.

Table 10.2 reports the estimated model parameters. Results for the six outcomes are provided
in each row, each representing one regression model with controls for the six welfare policy
variables recorded in each column. Across the models they estimate, there is some evidence to
suggest that welfare policy may affect child maltreatment outcomes, but many of the estimated
effects are not statistically significant. The statistically significant coefficients suggest that a
family cap lowers substantiated cases but raises out-of-home care. Paxson and Waldfogel
hypothesize that a family cap reduces abuse by limiting family size, but the other studies in
Chapter 7 suggest that family caps do not have a major impact on childbearing. Among the
other effects, immediate work requirements under TANF are associated with increased foster
care, while a first full-family sanction under TANF is estimated to raise reports of physical abuse
by 16 percent and substantiated cases by 22 percent. None of the coefficients on the TANF
time limit measure are statistically significant. Likewise, the estimated parameters reported in
Table 10.2 show no statistically significant effects of a state waiver for a work requirement,
welfare time limit, or work incentives prior to implementing TANF.

Taken together, the welfare policy variables are only jointly significant in the model of
substantiated cases and out-of-home placements. As with the econometric models reviewed in
other chapters, there may be too little variation in the time period—with data extending only to
1998—to separately sort out the effects of the different welfare policy variables on child
outcomes. In addition, the absence of controls for other potentially relevant policy variables
may bias the estimated welfare policy impacts. For these reasons, we place less weight on the
results from this one econometric study.

10.4. EVALUATING THE EFFECTS OF WELFARE REFORM ON CHILD WELL-BEING

The studies reviewed in the prior section paint a complex portrait of the multiple domains and
varied indicators of child well-being that can be affected by welfare reform. Our objective in the
remainder of this section is to bring these results together to provide a more coherent
understanding of the impact on child outcomes of welfare reform as a whole, and the specific
policies and programs embedded in TANF.10

10.4.1. Effects of Specific Reforms

Much of our information about the effects of specific reforms comes from the experimental
studies, although the one econometric study reviewed in this chapter also looked at policy
components. There are some clear patterns across some of the specific reforms, while other
specific reforms suggest more uncertain or mixed relationships.

180 ther recent syntheses of this literature include Michalopoulos and Berlin (2001), Bloom and Michalopoulos (2001),
Duncan and Chase-Lansdale (2001), Hamilton, Freedman, and McGroder (2000), and Morris et al. (2001).
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Financial Work Incentives

Strong financial work incentives that lead to greater work effort and higher earnings and
income, either alone or when tied to hours worked or in combination with work requirements,
are often beneficial for children who are pre-school and elementary-school age at the time they
entered the program. However, there are a few examples of unfavorable impacts as well. Both
MFIP and MFIP-10 show positive impacts in the behavior and schooling domains for children
of the more disadvantaged group of recipients who were between the ages of 2 and 9 at random
assignment. A few outcomes were unfavorable for the more advantaged MFIP-IO and MFIP
applicant children in the same domains. For longer-term recipients in MFIP, the addition of
work requirements on top of a program of generous financial work incentives appears to have
little in the way of positive or negative consequences for children, at least those who are
preteenagers at random assignment. Coupled with the financial work incentives, MFIP
recipient children appear to benefit from the higher income that results from the welfare
benefit structure, even with the work-related mandates. The absence of unfavorable outcomes
for WRP and TSMF—two programs with weaker financial work incentives—further supports
this view, although these two studies considered a more limited set of child indicators.

The patterns are similar when financial work incentives are tied to hours work as in SSP and
New Hope. SSP, which includes a younger age cohort, shows no significant impacts on the
youngest children, and only favorable significant impacts for the children in the middle age
range. The New Hope findings of positive impacts for children overall in school performance
and a measure of positive behavior, and no statistically significant unfavorable effects for the
other measures (or across age groups), reinforce the view that financial work incentives can be
beneficial, or at least not harmful, for pre-school-age and primary-school-age children.1*

There is some evidence, but more limited, that programs with financial work incentives alone
or those tied to hours worked or work requirements may have unfavorable impacts on
adolescents even when they increase family income. WRP-10 and WRP produced one negative
impact (significant only for the former program) in the behavioral domain (trouble with the
police), although this program had small impacts on adult behavior and family income.
Adolescents of the more advantaged MFIP applicants experienced unfavorable impacts in the
behavioral and schooling domains that were not evident for the more disadvantaged
adolescents of longer-term recipients. (Impacts for adolescents in MFIP-10 are not reported.)
SSP and New Hope, both programs with financial work incentives tied to hours worked that
produced significant increases in income, also find unfavorable impacts for teens in the
behavioral and schooling domains, although New Hope also had a few favorable schooling
outcomes.

Thus, the experimental evidence suggests that more work and more income resulting from
financial work incentives alone, or in combination with work requirements, are generally
neutral or favorable for younger children (preschool and elementary age) but may be
detrimental for adolescents, at least for some areas of development. The favorable effects are
concentrated in the behavior and school performance domains for the younger children, while

IMNew Hope also offered a generous child care subsidy for children up to age 13. The increased use of formal child
care centers and after-school programs may explain some of the favorable impacts on child outcomes for this program.
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the negative impacts for the older youth fall primarily in the behavior domain. These results are
consistent with the broader literature that evaluates the relationship between family income
and child outcomes across the life course. Duncan and Brooks-Gunn (1997), in their synthesis
of recent studies on this topic, conclude that “[flamily economic conditions in early and middle
childhood appear to be far more important for shaping ability and achievement than they do
during adolescence (p. 597).” The MFIP applicants, a more advantaged group, provide the one
exception where even younger children experienced some unfavorable impacts for a program
with incentives alone or combined with work requirements. Since the income gains for these
families were smaller, it is not clear what other factors can explain these less favorable
outcomes.

Mandatory Work-Related Activities

The L.A. Jobs-First GAIN study and NEWWS results demonstrate small but mixed effects on
children of programs that require mandatory work-related activities in general and of programs
with an employment versus education focus. Recall that L.A. Jobs-First GAIN led to a
significant increase in earnings that was offset by falling cash welfare payments because of the
high benefit reduction rate. Thus, pretax income changed little for the participants compared
with the controls. Accounting for the EITC and other taxes resulted in a slight gain in income
for the Los Angeles participants. Like the L.A. Jobs-First GAIN study, the NEWWS programs
generally produced small, if any, income gains and little change in poverty. In general, these
studies provide very mixed impacts for pre-school-age and primary-school-age children across
all three domains, with both favorable and unfavorable impacts but many that were not
statistically significant. Again, there is more consistent evidence of unfavorable impacts for
adolescents, especially in the school achievement domain. In the NEWWS demonstrations,
there was no clear relationship between program impacts on income and impacts on children,
although there is some evidence to suggest worse child outcomes with higher employment and
lower income. It would appear from these results that reductions in welfare dependency
without significant gains in income result in ambiguous effects on child outcomes, with
examples of both favorable and unfavorable impacts. The limited econometric evidence also
suggests a weak or inconsistent impact of work requirements.

Time Limits

The evidence with respect to time limits is more limited. The one econometric study suggests
no impact of time limits on child maltreatment, but we have placed less weight on this study
because of methodological concerns. Of the experimental studies that include time limits,
none is designed to estimate the specific impact of time limits separate from the other program
features in the bundle of reforms. Moreover, unlike some of the other outcomes considered in
earlier chapters, FTP and Jobs First do not provide impacts for child outcomes before and after
time limits begin to become binding. Thus the DoD strategy employed in earlier chapters to
infer the mechanical effects of time limits is not available to assess the impact on child
outcomes. The pattern of impacts for FTP and Jobs First for both school-age children and
adolescents is not markedly different from that for MFIP, which includes financial work
incentives and work requirements but no time limit. Thus, it is not clear whether, on the
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margin, the addition of time limits in programs like FTP and Jobs First has favorable or
unfavorable impacts on child well-being.

Parental Responsibility Requirements

Of the two studies that focus on parental responsibility requirements related to child health
(i.e., preventative care or vaccinations), PPI had no effect on the required behaviors, while PIP
had a sizeable and significant favorable impact. This difference may be attributed to the fact
that PIP had larger sanctions compared with PPI. In the case of PIP, the sanction equaled a
portion of the nonimmunized child’s grant. PPI effectively levied a $10 per month sanction
against a family that was out of compliance with the verification requirement.!® Another
explanation may be that recipients responded more to the PIP initiative because the
intervention was focused only on changing immunization outcomes—with expectations that
were easier to understand and comply with—compared with the broader set of requirements
under PPI regarding health care (e.g., preventative care more generally and prenatal care) and
school attendance (Kerpelman, Connell, and Gunn, 2000).

10.4.2. Effects of Reform as a Bundle

As noted in prior chapters, the econometric studies are potentially the best methodology for
estimating the impact of waivers or TANF as a bundle. However, the limited number of studies
on child outcomes using this approach makes it more difficult to ascertain the effect of welfare
reform as a whole on the multidimensional concept of child well-being. The one econometric
study reviewed in Section 10.3 suggests that waivers as a whole had very little impact on child
maltreatment and placement in foster care. In the absence of similar econometric analyses of
other child outcomes in domains such as behavior and cognition, school progress, other
aspects of child health, and so on, it is not possible to conclude whether waivers as a whole had
any effect on children.

In other chapters, we have also looked at the experimental evidence to gauge the possible
effects of welfare reform as a bundle, especially for the demonstration studies that combine the
three key features of most state TANF plans: time limits, financial work incentives, and
mandated work-related activities. Panel F in Table 10.1 shows that three of the programs with
these features have results for child outcomes. The ABC results suggest a possible unfavorable
impact on child maltreatment (specifically neglect). For the school-age children at follow-up,
FTP and Jobs First show both favorable and unfavorable impacts in the behavior domain, no
effects on the school performance measures, and one favorable effect for health. Likewise, for
adolescents at follow-up, there is mixed evidence in the behavior domain, more consistent
evidence of unfavorable impacts on school performance, and no significant impact in the
health domain (here a measure of teen fertility). These results, while far from conclusive,
suggest that welfare reform as a package may affect several domains of child well-being,
including antisocial and problem behavior, school achievement, and health, but the specific
impacts and their differences by child age are less well understood.

105The stated sanction was $25 per month but compensatory policies in food stamps and housing vouchers effectively
reduced the sanction to $10.
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The subgroup results for the programs that evaluate TANF-like bundles of reform are also
mixed, with less favorable effects in ABC for families at greater socioeconomic risk and better
outcomes for families in FTP at the greatest risk of long-term dependency. There is some
nonexperimental evidence that the parents in the lower risk group in Florida were less likely to
closely supervise their children, so these children may have been more prone to problem
behavior. This group had the largest earnings impacts, especially near the end of the follow-up
period.

10.5. CONCLUSIONS

The studies reviewed in this chapter reveal that there is scope for both positive and negative
effects on child well-being of various components of welfare reform policies and programs.
Positive and negative effects were observed for indicators that capture socioemotional
behavior, academic performance, and health. The most favorable effects are associated with
financial work incentives, most likely because of the increase in family income that is
accompanied by combining work and welfare. But even for these programs, there is some
evidence of unfavorable impacts for some subgroups of participants, especially for adolescent
children of participants and for younger children of participants who do not experience large
income gains. Work requirements do not appear to have either strong favorable or unfavorable
impacts on children, although again there is evidence of unfavorable impacts for adolescents,
especially in the school performance domain. There is too little evidence regarding the specific
impacts of time limits to draw firm conclusions.

There is also relatively little evidence on which to draw solid inferences about the impact of
welfare reform as a bundle on child well-being, based either on econometric or experimental
data. In the case of the econometric literature, there is just one study and it is limited to one
outcome domain. It is also difficult to extrapolate from the three currently available random
assignment studies that evaluated the impact on child well-being of TANF-like bundles of
reform since the policy combinations evaluated are not representative of the full range and mix
of policies implemented by the states under PRWORA. To the extent that there are favorable
effects from these studies, they are concentrated in outcomes for children who are school aged
at the time of follow-up. The unfavorable impacts, in contrast, are concentrated in outcomes
for adolescents, particularly in the area of school performance.

Thus, the impacts of welfare reform appear to differ with the stage of the child’s development,
regardless of the policy component or bundle of reforms considered, and for a given age,
impacts may be favorable or unfavorable depending on the outcome domain considered.
Based on the experimental evaluations that assess child well-being, it appears that there are
countervailing forces that both promote and diminish healthy child behavioral, social,
cognitive, and physical development. The resulting impacts of welfare reform policies on child
outcomes are likely to depend on the strength of the opposing forces and the child’s stage of
development and other circumstances. Moreover, it is possible that some consequences for
children will not materialize until more time has passed under the new policy regime, with the
potential for cumulative favorable and unfavorable impacts. Effects that are small now,
whether positive or negative, may become more pronounced as more time passes.
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