
to “improve the conditions of life” and the basic need to live. Every human has the
second but not the first. Thus if public welfare provides enough on which to live,
many will accept the welfare and abandon the desire to improve their conditions.
As Tocqueville put it: “A law which gives all the poor a right to public aid, what-
ever the origin of their poverty, weakens or destroys the first stimulant and leaves
only the second intact” (Drescher 1968, 14).

Tocqueville’s views, of course, were based solely on observation and are, there-
fore, open to challenge. Not surprisingly, given the lack of systematic data, the
debate about how public aid affects the motivation to work raged for centuries
(Himmelfarb 1985). However, modern social science has produced strong and con-
sistent evidence that public welfare does reduce work. A review of these studies
(see Danziger, Haveman, and Plotnick 1981) indicates that AFDC reduces the hours
of work by single mothers (see also Moffitt 1992).

The evidence on hours worked by welfare recipients, however, is only half of the
story. The other half is the evidence on whether recipients use welfare as a tempo-
rary crutch to overcome a life crisis, such as divorce or sudden unemployment, or
whether they adopt welfare as a way of life and remain on the rolls for long periods
of time. This question was answered definitively by Mary Jo Bane and David Ellwood
in 1983. Figure 2.1 shows the results of their work. Of the recipients on welfare at any
given moment, 65 percent will eventually be on the rolls for eight years or more. At
its peak in 1994, the AFDC caseload totaled about 5.1 million families. Thus, using
Bane and Ellwood’s results, in 1994, on the eve of the welfare debate, about 3.3 mil-
lion adults were in the middle of spells that had already or would eventually exceed
eight years.

Not surprisingly, figure 2.1 was a favorite among Republicans during the wel-
fare debates of both 1987 to 1988 and 1995 to 1996. A table based on Bane and
Ellwood’s results was placed in the Committee on Ways and Means Green Book
(U.S. House of Representatives 1996, 505), which is read avidly by congressional
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FIGURE 2.1 / Dependency of Welfare Recipients, in Years

Source: Author’s configuration based on data from Bane and Ellwood 1983.



staff and other Washington policy wonks and even, it is rumored, by a few members
of Congress. In addition, Republican members frequently used the figure in discus-
sions with constituents at town meetings, and several members used charts similar
to figure 2.1 on the House floor during the welfare debate of 1995 to 1996.

Caseload dynamics are not easy to grasp. This fact, combined with the fervid
desire of partisans on both sides to make the data fit their view of reality, led to no
end of mischief with caseload data. In the end, however, having watched the use
of these numbers by politicians since the mid-1980s, I think Bane and Ellwood’s
(1983) finding that 65 percent of recipients are on welfare for eight years or more
astounded almost everyone and was the clear winner in the battle for people’s
understanding of whether dependency was a serious problem. I would further
argue that the Bane and Ellwood study is the single most influential piece of social
science evidence used in a major congressional debate on social policy in the last
decade or more. Ironically for university scholars, one of their most creative and
definitive productions was used by Republicans to drive home the point that wel-
fare dependency was real. More spirited members even argued that welfare depen-
dency was a disease foisted on unsuspecting victims by the welfare state and that
the science that confirmed the diagnosis was the data on caseload dynamics.

Illegitimacy

By 1995 the nation had been subjected to an avalanche of illegitimate births (see fig-
ure 2.2). Led by Charles Murray (1993) and many others, conservatives were intent
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TABLE 2.1 / Major Provisions, Selected Welfare Reform Bills 

Provision H.R. 3500 H.R. 4 Shaw Mark Deal Clinton I Clinton II Final Bill

Temporary Assistance for 
Needy Families (TANF)
Mandatory job
End
Entitlement
Block grant
Time limit
Work
Definition
Percentage standards
Sanctions, state
Sanctions, individual

Child care block grant
Child support
Illegitimacy
SSI for addicts
SSI for children
Noncitizens’ benefits

Source: Author’s compilation.
a Both Clinton bills continued the entitlement of states to unlimited cash benefit matching funds and the entitlement of (eligible) individuals
to benefits and required states to pay benefits to all persons eligible under state standards.
b H.R. 3500 would have given states the option to convert AFDC into a block grant.
c Clinton’s 1994 bill retained work participation percentage requirements for two-parent AFDC-UP (unemployed parent) families and, after
the first two years of benefits, imposed participation standards for all families in the program that required work.
d Clinton’s 1996 bill imposed work percentage requirements for all families, although some families were exempt from the requirement.
e For second consecutive failure, the secretary of Health and Human Services was authorized to cut the federal matching rate for cash benefits
(AFDC in Deal bill, temporary employment assistance in Clinton’s 1996 bill) by up to 5 percent.
f Reduction in AFDC matching rate for some AFDC benefits.
g Deal repealed the child care and development block grant and all AFDC-related child care, putting child care funding into a new section of
the title 20 block grant. However, it retained the entitlement of individual families to child care.
h Deal and both Clinton bills deemed a sponsor’s income and resources as available to a qualified noncitizen until naturalization, thereby
reducing the chances the noncitizen would qualify for welfare benefits.
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figure 4.1, top panel). (See also Zaslow et al. 1995 and Child Trends 1999 for a dis-
cussion and literature review.) The central question for welfare administrators has
been whether welfare reform affects the employment, income, and welfare depen-
dency of adults. However, if a person is interested in the children in welfare families,
the model must be expanded (figure 4.1, middle panel).

Moreover, to understand child well-being, one must add new constructs to the
model. However, welfare reform is not focused directly on children, as is, for exam-
ple, Head Start. Therefore, it is not immediately obvious why adult employment and
welfare dependency would affect children. Yet research on children’s development
has uncovered a number of parental and family factors—maternal depression, for
example—that affect children’s well-being. Traditionally, welfare administrators
have not viewed their responsibilities as extending to mothers’ depression. However,
a concern about children’s well-being pushes us to add this new factor to the model
(figure 4.1, bottom panel). Although welfare administrators had not originally thought
about welfare reform as a process with complex implications for family dynamics,
parent psychological well-being, and child development, once they were asked to
think about it that way, it made sense to them.

To articulate this process, the larger group developed a model over a period of
months that described the factors that determine child well-being. State policy-
makers weighed the evidence on intervening mechanisms and children’s outcomes
in considering a model. The model began with welfare reform laws, moved to par-
ent labor force behavior and family income and services, then on to parent-child
interaction and child care, and from there to child well-being. To build and flesh
out the model, researchers asked state representatives to, in the words of Bob Lovell
of Michigan, “tell stories” that progressed through the various steps in the process,
from the reform of laws and policies to changes in adult outcomes, to changes in
family processes, and then to changes in child well-being.

The final model evolved over time. In the model shown in table 4.1, intervening
mechanisms are distinguished from outcomes. Income and health insurance, the
indicators initially considered by policymakers to represent child well-being, describe
parent and family outcomes. State representatives remained interested, of course, in
services and family-level outcomes; however, they came to see them (at least for the
purposes of this project) as intervening mechanisms that affect children’s develop-
ment and well-being, which are represented (in the far-right column of the table) by
measures of child health and safety, education, and social and emotional adjustment.
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adult outcomes, and their expectations for welfare reform ranged from mixed to
fairly positive. Their hypotheses for how welfare reform might affect children were
also mixed and included both positive and negative expectations. Welfare admin-
istrators were open to the possibility that effects might be complex and that they
might vary for different subgroups receiving welfare.

Over the course of numerous discussions, state welfare administrators suggested
a number of intervening mechanisms through which a reform effort designed to
focus on adults might nevertheless affect children. These mechanisms not only
included the expected factors of employment, income, and dependency but also
went beyond these to include family routines, parental stress, paternal involvement,
domestic violence, parental depression, other measures of parental psychological
well-being, the family’s social support, its use of health and social services, parental
school involvement, child care, and mother-child interaction.

Thus state-level representatives, working with researchers from a number of dis-
ciplines, arrived at a variety of hypotheses regarding how welfare reform might affect
adults and families and, thus, children. A lengthy set of constructs was developed
and then winnowed. A subset of five states (Connecticut, Florida, Indiana, Iowa,
and Minnesota) subsequently received funding to move forward with experimental–
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TABLE 4.1 / Core Constructs Through Which Welfare Reform Affects Families

Intervening Mechanisms

Affected Areas of
Targets of Policy Other Variables Child’s Environment Child Outcomes

• Family income
Total income
Sources of income (mother’s
earnings, father’s earnings, child 
support, welfare, food stamps, 
SSI, foster care–adoption)

Stability of income
Financial strain or
material hardship

• Parental employment
Any versus none
Health benefits through 
employment

Wages (hourly)
Hours of employment
Stability of employment
Education–licenses
Job skills (hard)
Multiple jobs concurrently
Barriers to employment 
(harassment, violence)a

• Family formation
Nonmarital birth–marital birth
Child-family living 
arrangements

Marital status (whether married 
to biological or nonbiological 
father)

Source: Child Trends 1999.
aFrom in-home survey.
bFrom all-child module.

• Psychological well-being
Depression

• Stability
Foster care
Child care
Income
Residence
Marital status or 
cohabitation

Child living or not living 
with family

• Absent parent involvement
Child support
Paternity establishment
Contact with child

• Use of health and
human services

Food stamps
Medicaid (awareness, use,
eligibility)

Child care subsidy (aware-
ness, use, eligibility)

Access to medical care
• Consumption

Income spent on child care 
and rent

• Education
Engagement in school 
(ages six to twelve)

School attendanceb

School performanceb

Suspended or expelledb

Grades (ages six to twelve)
• Health and safety

Hunger–nutrition
(ages five to twelve)

Rating of child’s health (ages
five to twelve)

Regular source of care (ages 
five to twelve)

Teen childbearing 
(ages fourteen to seventeen)b

Accidents and injuriesb

• Social and emotional
adjustment

Behavior problems index
(ages five to twelve)

Arrestsb

Positive behaviors–
social competence scale 
(ages five to twelve)

• Child care
Type
Extent
Quality (group size, 
ratio, licensing, parent 
perception)

Stability
Child care calendar for last
several yearsa

• Home environment and 
parenting practices

Child abuse or neglect
(administrative data)

Domestic violence or
abusive relationships

Family routines
Aggravation or stress in 
parenting

• HOME (emotional support
and cognitive stimulation
scales)a



itate to call these weak, given that even states in this category have created barriers
to ongoing welfare receipt that are significantly tighter than under the old AFDC
program. States that have adopted tighter limits (for example, shorter time limits)
are categorized as having strict barriers. States that stand out as having adopted a
combination of barrier policies are defined as having the most strict barriers.

The incentive side is more complex. National policies, such as the expanded
EITC, are making low-wage work financially more desirable than it was in the past
(see chapter 14, this volume). As Gregory Acs and colleagues (1998) document, in
all of the twelve states studied, moving from no work to half-time work at the min-
imum wage improves the financial resources available to the family if that family
receives all benefits for which it is eligible. That same research shows that the incre-
mental gain in financial resources falls quickly as that family moves into full-time
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TABLE 5.1 / States Grouped by Formal Policies That Limit Welfare Receipt and
Provide Work Supports

Limitations on Welfare Receipt Without Work

Level of Support Basic Strict Most Strict

Supports reach well 
above twentieth 
percentile families

Supports reach 
twentieth
percentile families

Supports phase 
out but TANF 
remains

All supports phase 
out at very low 
income

Source: Author’s compilation.
Note: Specific measures used, data sources, and computations available from author.

California, Hawaii,
New Jersey, 
New York, Maine,
Rhode Island

Michigan, Montana,
Texas

Alaska, New
Hampshire

Indiana, Missouri

Wisconsin

Arkansas, Florida,
Tennessee

Ohio, Utah, Virginia

Delaware, Idaho,
Maryland,
Wyoming

Connecticut, District
of Columbia,
Louisiana,
Massachusetts,
Minnesota,
Mississippi,
New Mexico,
Pennsylvania,
Vermont,
Washington

Georgia, Kansas,
North Carolina,
Nebraska,
Nevada,
Oklahoma,
Oregon

Iowa, Illinois, North
Dakota, South
Carolina, South
Dakota

Alabama, Arizona,
Colorado,
Kentucky, West
Virginia



adults were working. Sanctioned cases in Iowa reported a higher work rate, but
they were asked if they had worked since leaving welfare, which is likely to be
higher. The studies summarized here also provide strong evidence that adults in
sanctioned cases work less often. In the three states that report comparison mea-
sures for recipients who left for reasons other than sanction, the gap between sanc-
tioned and other families averaged almost 20 percent (see figure 6.1).

A comparison between work rates for sanctioned recipients and work rates for
all recipients leaving welfare in other states reinforces the sense that sanctioned
recipients do not work as often as other leavers. Surveys in fifteen states find that
work rates for recipients leaving welfare range from 52 to 75 percent, well above
the survey results in Tennessee and Arizona. Ten states use administrative data and
find that work rates range from 50 to 70 percent, higher than the rates in South
Carolina and Maryland.

The evidence is less clear on recipients who left because of time limits. In three
states for which studies are available, work rates vary considerably: North Carolina
(54 percent), Massachusetts (73 percent), Utah (43 percent). In Massachusetts there
is no statistical difference between the work rates of time-limited recipients and
those of recipients who left for other reasons. In Utah the difference is stark (43 per-
cent for time-limited recipients and 62 percent for recipients who left for other
reasons). This difference holds up even though the time-limited recipients are com-
pared only with others who received benefits for at least three years, including a
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South Carolina

South Carolina enacted comprehensive welfare reforms in 1995. These reforms
included work requirements, a full-family sanction for the first instance of non-
cooperation, increased earnings disregards, and a twenty-four-month time limit. In
January 1997 South Carolina had a caseload of 36,660 families. Between October 1996
and December 1997, 15,412 recipients left the cash assistance program; 28 percent left
because of a sanction.4

WORK RATES Administrative data (unemployment insurance wage records gath-
ered by the Urban Institute) show that about 39 percent of sanctioned recipients
worked in the first quarter after leaving welfare, and 44 percent were working in
the fifth quarter after leaving. About a quarter (24 percent) of the sanctioned cases
worked in seven or eight of the eight quarters after they left welfare. According to
the unemployment insurance records, 27 percent did not work at all.

About 58 percent of all other closures (excluding sanctions) worked in the first
quarter after leaving, and about 58 percent worked in the fifth quarter. More than
a third of all cases (39 percent) of the nonsanction closures worked at least seven
quarters out of eight, and 20 percent had no wages.

OTHER SUPPORTS Three months after closure, 73 percent of sanctioned cases who
had not returned to welfare were receiving food stamps. The proportion of sanc-
tioned cases receiving food stamps declined to 58 percent by the twelfth month, and
55 percent by the twenty-fourth month. Food stamp receipt for nonsanctioned
closures was 59 percent in the third month, 50 percent in the twelfth month, and
44 percent in the twenty-fourth month after cash assistance ended.

FAMILY WELL-BEING Sanctioned recipients faced a significantly greater number of
hardships, such as having trouble buying food or getting behind on shelter costs,
after leaving welfare than they did while they were receiving welfare (see table 6.1).
However, the increase in hardships is roughly parallel to the increase experienced
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TABLE 6.1 / South Carolina: Family and Child Well-Being Among Sanctioned and 
Other Welfare Recipients (Percentage)

Sanctioned Families Other Families

While on After Leaving While on After Leaving
Problem Welfare Welfare Welfare Welfare

Had problem buying food 9 19 10 17
Had problem paying for 3 11 4 11

medical care
Fell behind on housing costs 17 24 21 28
Electricity turned off because 9 12 10 11
unable to pay

Source: South Carolina Department of Social Services 1998.



OTHER SUPPORTS Among all sanctioned recipients, 73 percent were enrolled in
Medicaid during the first quarter after exit, and 59 percent received food stamps. By
the third quarter after exit, Medicaid enrollment rates dropped to 55 percent, and
food stamp receipt declined slightly, to 52 percent. In the survey, 26 percent reported
that their children were uninsured. Fewer nonsanctioned leavers were enrolled in
Medicaid and the Food Stamp program: 54 percent were enrolled in Medicaid in the
first quarter after exit and 47 percent received food stamps. By the third quarter after
exit, Medicaid enrollment rates dropped to 46 percent, and food stamp receipt
declined to 42 percent; 26 percent reported that their children were uninsured.

FAMILY WELL-BEING When asked, recipients reported significant hardships, but in
most cases these occurred as often or less often than they had when the recipients
were receiving welfare (see table 6.2), with the exception of access to medical care.
Other than having their utilities turned off, sanctioned recipients did not suffer more
hardships than nonsanctioned recipients. That nonsanctioned recipients were more
often unable to get medical assistance probably reflects the higher rates of Medicaid
enrollment among sanctioned cases. Most sanctioned recipients reported being bet-
ter off after leaving welfare. Compared with recipients who left for other reasons,
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TABLE 6.2 / Arizona: Family and Child Well-Being Among Sanctioned and 
Other Welfare Recipients (Percentage)

Sanctioned Families Other Families

While on After Leaving While on After Leaving
Problem Welfare Welfare Welfare Welfare

Family-child well-being
Did not have enough to 31 25 28 24
eat at times

Fell behind on 35 36 43 37
housing costs

Utilities turned off because 26 16 16 11
unable to pay

Unable to get needed 12 17 15 25
medical attention

Forced into homeless 3 3 4 3
shelter

Self-assessed well-being 
since leaving TANF
Much better off 19 33
Better off 36 38
About the same 23 15
Worse off 17 11
Much worse off 6 2

Source: Westra and Routley 2000.



whether those leaving welfare because of sanctions or reaching time limits are dif-
ferent from those leaving voluntarily and, consequently, whether policies should
reflect those differences.

Number of Recipients Who Are Working

Work rates among sanctioned cases in the four states that used currently employed
or administrative data are remarkably similar: between 38 and 40 percent of the
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TABLE 6.3 / Utah: Family and Child Well-Being Among Cases Closed, by Reason of
Leaving Welfare (Percentage)

Increased Time Limit
Variable Income Reached Other Reasons

Services used at time of interview
Medicaid 83 80 60
Food stamps 56 85 62
Child care assistance-subsidy 34 13 11
Public-section 8 housing 41 55 40

Barriers to employment
Depression 35 48 55
Learning disability 23 32 24
Limited education 23 45 40
Limited work experience 18 43 42
Physical health problems 35 42 42
Severe domestic violence 8 17 19
in past twelve months

Drug abuse 20 30 30
Alcohol abuse 32 27 24

Family hardship
Could not pay rent 31 53 53
Evicted 3 5 13
Electricity or heat turned off 7 6 17
Phone disconnected 16 23 31
Not enough money to buy food 13 21 21
Child protective services referral 47 49 54

Self-assessed well-being since 
leaving TANF
Life is better 52 21 35
Life is the same 30 30 28
Life is worse 18 49 38

Source: Taylor and Barusch 2000.



TABLE 7.1 / Family Process Differences Between Welfare Recipients, Single-Parent Working Families, and Other Groups

Low Socioeconomic Status High Socioeconomic Status
(Mother’s Education ≤ Twelfth Grade) (Mother’s Education > Twelfth Grade)

Family Process and Working, Single- Two-Parent Family, Working, Single- Two-Parent Family, Two-Parent Family,
Time Use Measures Mother Family Working Mother Mother Family Nonworking Mother Working Mother

Days a week family 
eats together
NFSH −.33 −.76** −.24 −.62* −.71**

(.19) (.16) (.20) (.18) (.16)
PSID −.61* −.74** −.51* −.64** −.67**

(.22) (.18) (.23) (.20) (.19)
Television viewing

Parents with children 
(NSFH) −.07 −.33* −.38* −.50* −.42*

(.16) (.14) (.16) (.17) (.14)
Head of household −.83** −.78** −1.26** −1.02** −.98**

(PSID) (.21) (.18) (.23) (.19) (.19)
Housework hours 
of mother
NSFH −.44** −.22 −.53** −.19 −.51**

(.16) (.14) (.17) (.15) (.14)
PSID −.49* −.36* −.66** .43* −.24

(.19) (.16) (.20) (.17) (.17)
Other NSFH measures

Housework by .01 .28* .01 −.10 −.05
children (.17) (.14) (.18) (.16) (.14)

Teens unsupervised .15 .04 .07 .11 .09
(.20) (.17) (.20) (.18) (.17)

(Table continues on p. 116.)



TABLE 7.1 / Continued

Low Socioeconomic Status High Socioeconomic Status
(Mother’s Education ≤ Twelfth Grade) (Mother’s Education > Twelfth Grade)

Family Process and Working, Single- Two-Parent Family, Working, Single- Two-Parent Family, Two-Parent Family,
Time Use Measures Mother Family Working Mother Mother Family Nonworking Mother Working Mother

Parent helps with .14 −.08 .20 .32 .23 
reading and (.18) (.15) (.18) (.16) (.15)
homework

Hours of youth- .32 .35* .40 .35 .33
related activities (.21) (.18) (.21) (.19) (.18)
by mother

Family loving .30 .14 .57** .54** .34*
and close (.16) (.14) (.16) (.16) (.14)

Family tensions −.67** −.53** −.70** −.80** −.62**
(.20) (.17) (.20) (.18) (.17)

Other PSID measures
Interviewer rating of 
cleanliness of house .02 .30 .41 .49* .43*

(.22) (.18) (.23) (.19) (.20)
Reads newspaper −.08 .17 −.04 .05 .09

(.21) (.18) (.22) (.19) (.19)

Source: Authors’ tabulation of data from the National Survey of Families and Households (NSFH), 1992–1994; Panel Study of Income
Dynamics (PSID), 1970–1972.
Note: Low SES mothers on welfare is reference group. Standard errors in parentheses. NSFH data show that low-SES, two-parent, working-
mother families are .76 of a standard deviation less likely to eat together than low-SES, AFDC-recipient families. This difference is significant
at the .01 level. The corresponding difference in PSID data is −.74 of a standard deviation. All dependent variables are standardized by divi-
sion by the whole-sample standard deviation. Coefficients for a heterogeneous group with other work and welfare characteristics are omit-
ted. Control variables included in all regressions: mother’s race and years of completed schooling; number of children; whether children
under age five are present in the household; region; city size. NFSH regressions also control for mother’s age. PSID regressions also control
for age of mother at the birth of the child; disability status and sentence-completion test score of the household head; and the unemployment
rate of the county of residence.
* p < .05. ** p < .01.



TABLE 7.2 / Family Network and Social Capital Differences Between Welfare Recipients, Single-Parent Working Families, and
Other Groups

Low Socioeconomic Status High Socioeconomic Status
(Mother’s Education ≤ Twelfth Grade) (Mother’s Education > Twelfth Grade)

Family Network and Working, Single- Two-Parent Family, Working, Single- Two-Parent Family, Two-Parent Family,
Social Capital Mother Family Working Mother Mother Family Nonworking Mother Working Mother

Church attendance
NSFH .31 .35* .25 .34 .28

(.20) (.17) (.20) (.18) (.17)
PSID .32 .12 −.02 .34 −.01

(.22) (.18) (.23) (.19) (.19)
PTA attendance

NSFH .16 −.01 .03 .11 −.07
(.21) (.18) (.21) (.19) (.17)

PSID −.01 .11 −.11 .27 .42*
(.22) (.19) (.24) (.20) (.20)

Social clubs
NSFH .19 .21 .39* .27 .45**

(.17) (.14) (.18) (.16) (.14)
PSID .04 .08 −.25 .17 .04

(.22) (.19) (.23) (.20) (.20)



Other NFSH measures
Socializing with −.46** −.52** −.16 −.31* −.51**
neighbors (.17) (.15) (.18) (.16) (.15)

Number of friends −.14 −.17 .07 −.08 −.15
outside of (.17) (.14) (.18) (.16) (.14)
neighborhood

Other PSID measures
Knows neighbors −.06 .24 −.17 .35* .23

(.21) (.18) (.22) (.19) (.19)
Relatives nearby −.11 −.06 −.10 .01 −.07

(.21) (.18) (.23) (.19) (.19)

Source: Authors’ tabulation of data from the NSFH, 1992–1994; and PSID, 1970–1972.
Note: Low SES mothers on welfare is reference group. Standard errors are in parentheses. NSFH data show that low-SES, two-parent, working-
mother families were .35 of a standard deviation more likely to attend church than low-SES, AFDC-recipient families. This difference is
significant at the .05 level. All dependent variables are standardized by division by the whole-sample standard deviation. Coefficients for
a heterogeneous group with other work and welfare characteristics are omitted. Control variables included in all regressions: mother’s
race and years of completed schooling; number of children; whether children under age five are present in the household; region; city
size. NFSH regressions also control for mother’s age. PSID regressions also control for age of mother at the birth of the child; disability
status and sentence-completion test score of the household head; and the unemployment rate of the county of residence.
* p < .05. ** p < .01.



TABLE 7.3 / Psychological Differences Between Welfare Recipients, Single-Parent Working Families, and Other Groups

Low Socioeconomic Status High Socioeconomic Status
(Mother’s Education ≤ Twelfth Grade) (Mother’s Education > Twelfth Grade)

Working, Single- Two-Parent Family, Working, Single- Two-Parent Family, Two-Parent Family,
Psychological Measures Mother Family Working Mother Mother Family Nonworking Mother Working Mother

NSFH measures
CESD depression 
scale −.06 −.48** −.47** −.73** −.49**

(.16) (.13) (.17) (.15) (.13)
Rosenberg self- −.09 −.09 −.06 −.12 −.06

esteem index (.16) (.14) (.17) (.15) (.14)

Pearlin mastery scale .12 .33* .76** .73** .62**
(.16) (.14) (.17) (.15) (.13)

Hostility index −.17 −.24 −.30 −.45* −.22
(.16) (.14) (.17) (.15) (.13)

PSID measures
Personal control −.47* .11 −.28 .26 .22

(.21) (18) (.22) (.19) (.19)

(Table continues on p. 122.)



Future orientation .07 .15 −.10 .21 −.04
(.22) (.19) (.23) (.20) (.20)

Trust-hostility −.11 .16 .14 .07 .02
(.21) (.18) (.22) (.19) (.19)

Challenge versus −.30 .34 −.12 .40* .45*
affiliation (.22) (.19) (.23) (.20) (.20)

Fear of failure −.18 .65** −.20 .58** .44*
(.22) (.19) (.24) (.20) (.20)

Self-satisfaction .08 .49** .24 .56** .44*
(.22) (.19) (.23) (.20) (.20)

Self-directed child −.10 −.22 .17 −.18 −.06
(.22) (.19) (.23) (.20) (.20)

Undue risk avoidance .42* .86** .55** 1.10** 1.06**
(.19) (.17) (.21) (.18) (.18)

Source: Authors’ tabulation of data from the NSFH, 1992–1994; and PSID, 1970–1972.
Note: Low SES mothers on welfare is reference group. Standard errors are in parentheses. NSFH data show that mothers in low-SES, two-
parent, working-mother families scored .48 of a standard deviation lower on the depression scale than mothers in low-SES, AFDC-recipient
families. This difference is significant at the .01 level. All dependent variables are standardized by division by the whole-sample standard
deviation. Coefficients for a heterogeneous group with other work and welfare characteristics are omitted. Control variables included in all
regressions: mother’s race and years of completed schooling; number of children; whether children under age five are present in the house-
hold; region; city size. NFSH regressions also control for mother’s age. PSID regressions also control for age of mother at the birth of the
child; disability status and sentence-completion test score of the household head; and the unemployment rate of the county of residence.
* p < .05. ** p < .01.

TABLE 7.3 / Continued

Low Socioeconomic Status High Socioeconomic Status
(Mother’s Education ≤ Twelfth Grade) (Mother’s Education > Twelfth Grade)

Working, Single- Two-Parent Family, Working, Single- Two-Parent Family, Two-Parent Family,
Psychological Measures Mother Family Working Mother Mother Family Nonworking Mother Working Mother



TABLE 7.4 / Regression Coefficients on Work-Welfare-Family Structure, 1970 through 1972, from Models of Completed
Schooling of Children, Without and With Control and Family Variables; Dependent Variables Years of 
Schooling Completed by Children

Controls

Family Group None Demographica Demographica and Family Process

Working, poor, single-parent family .97** .34 .24
(.34) (.33) (.32)

Low-socioeconomic status, two-parent 1.13** .65* .30
family, working mother (.28) (.28) (.28)

High-socioeconomic status, 1.55** .66 .40
single-parent family (.39) (.40) (.39)

High-socioeconomic-status, two-parent 1.98** 1.16** .43
family, nonworking mother (.29) (.32) (.32)

High-socioeconomic-status, two-parent 1.90** 1.01** .48 
family, working mother (.29) (.32) (.32)

Other .93** .45 .16
(.27) (.27) (.26)

Source: Authors’ tabulation of data from the PSID, 1970–1972.
Note: Low SES mothers on welfare is reference group. Standard errors are in parentheses. Without adjusting for any other differences, children
growing up in low-SES, working, single-mother households completed .97 years more schooling than children growing up in low-SES welfare-
receiving households.
a Demographic control variables are mother’s race and years of completed schooling; number of children; whether children under age five
are present in the household; region; city size; age of mother at the birth of the child; disability status and sentence-completion test score of
the household head; and the unemployment rate of the county of residence.
* p < .05. ** p < .01.
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TABLE 7.5 / Effects of Demographic and Family Process Measures on Completed
Schooling of Children, 1971 and 1972

Low-Socioeconomic-
All Families Status Families

Measure Coefficient Standard Error Coefficient Standard Error

Family process and time use
Days a week family .01 .05 −.02 .06

eats together
Television viewing −.08 .05 .02 .06
Housework hours −.05 .05 −.07 .07

of mother
Interviewer rating of .16** .05 .13 .07

cleanliness of house
Reads newspaper .01 .004 .01 .01

Family network and 
social capital
Church attendance .15** .05 .27** .07
PTA attendance .17** .05 .07 .06
Social clubs .20** .05 .19** .07
Knows neighbors .11** .04 .05 .06
Relatives nearby .003 .05 .05 .06

Psychological
Personal control .07 .06 .05 .07
Future orientation .03 .05 .11 .06
Trust-hostility .04 .05 .07 .06
Challenge versus .05 .05 .13 .06

affiliation
Fear of failure .05 .04 −.02 .06
Self-satisfaction −.10 .05 −.05 .06
Self-directed child .00 .05 −.04 .06
Undue risk avoidance .26** .07 .11 .08

Expenditures and other
Alcohol expenditures −.02 .06 −.04 .07
Goes to bars −.02 .06 −.03 .08
Medical insurance .00 .05 −.03 .07
Cigarette expenditures −.13 .05 −.19* .07
Food expenditures .19 .06 .08 .09

per person
Spaciousness of home .12 .06 .06 .08

(persons per room)

Statistically significant 
demographic controls
Whether black .11* .04 .08 .05

(Table continues on p. 126.)



with division by whole-sample standard deviations. In the third and fourth columns
of the table, we present results from the identical regression run on the subset of
families in which the mother has no more than twelve years of schooling.

Interestingly, nearly all of the measures of social capital connections—church,
parent-teacher association, and social club attendance; number of neighbors known
to the family—have statistically significant, positive effects on children’s completed
schooling in the full sample. For the low-SES subsample, church and social club
attendance are significant positive predictors of children’s schooling. Notably, none
of the family process measures is significant in the low-SES sample.

None of the family process and mental health measures is as powerful in explain-
ing children’s schooling success as demographic measures—maternal schooling, test
scores, and age when her children were born. The power of mother’s schooling in the
low-income subsample is striking in light of the fact that that group of families is
defined by a low level (twelve years or less) of mother’s schooling, which limits the
extent of variability in maternal schooling in the low-income subsample.

DISCUSSION

Two questions compose the title of our paper: How different are welfare and work-
ing families? Do those differences matter for children’s achievement? We begin
with summary answers to those questions and then discuss their implications for
studies of welfare reform.

Our two data sets reveal vast differences between welfare families and middle-
class families in mental health, organization of time, household management, and
expenditures, even after statistical adjustments for differences in demographic
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Whether child is female .17* .05 .18* .06
Age at birth of child .34** .06 .28* .08
Household head’s 

word-test score .14* .05 .14* .06
Age of household head −.24* .08 −.18 .09
Mother’s education .03 .06 .31* .13

Source: Authors’ tabulation of data from the PSID, 1971–1972. 
Note: All independent variables are standardized by division by the whole-sample standard
deviation. Work-welfare-family structure classification is included in the regression. Other
demographic control variables are mother’s race, and years of completed schooling; number of
children; whether children under age five are present in the household; region; city size; age of
mother at the birth of the child; disability status and sentence-completion test score of the house-
hold head; and the unemployment rate of the county of residence.
* p < .05. ** p < .01.

TABLE 7.5 / Continued

Low-Socioeconomic-
All Families Status Families

Measure Coefficient Standard Error Coefficient Standard Error
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TABLE 9.1 / Means for Analysis Sample

Measurea Meana Standard Deviation Minimum Maximum

Anxious or depressed 3.83 1.00 2.89 8.09
behavior, second wave

Antisocial behavior, 3.53 0.99 2.34 7.02
second wave

Positive behavior, 6.15 1.00 2.53 7.59
second wave

Change in anxious or −0.02 1.04 −3.85 3.65
depressed behavior 
between waves

Change in antisocial −0.02 0.99 −3.41 3.18
behavior between 
waves

Change in positive −0.01 2.61 −9.00 9.00
behavior between 
waves

Months worked 0.67 0.38 0.00 1.00
between waves

Work week, second wave 0.61 0.48 0.00 1.75
(fraction of forty hours)

Work transitions between 0.84 1.26 0.00 6.00
waves (number)

Total years of 7.83 4.77 1.00 29.00
welfare receipt

Age of mother (years) 30.17 6.47 19.00 55.00
Age of focal child (years) 5.71 2.39 2.00 12.00
Focal child is a girla 0.51 0.50 0.00 1.00
Mother has no high 0.31 0.46 0.00 1.00
school degreea

Mother is African 0.56 0.50 0.00 1.00
Americana

Spouse or partner lives in 0.32 0.47 0.00 1.00
house, second wavea

Mental health diagnosis 0.24 0.43 0.00 1.00 
of mother, second wavea

Dependence diagnosis of 0.03 0.18 0.00 1.00
mother, second wavea

Maternal health problem, 0.19 0.39 0.00 1.00
second wavea

Child health problem, 0.18 0.39 0.00 1.00
second wavea

(Table continues on p. 162.)



physical health, experience of domestic violence, and pregnancy since the first-wave
interview. The measures (see table 9.1 for the means) may be correlated both with
maternal work patterns and with mothers’ reports of their children’s behavior.

MENTAL HEALTH AND SUBSTANCE ABUSE Mothers’ mental health and substance
dependence were assessed using diagnostic screening batteries for the twelve-month
prevalence of psychiatric disorders as defined in the Diagnostic and Statistical Manual,
revised, third edition (DSM-III-R): major depression, posttraumatic stress disorder
(PTSD), alcohol dependence, and drug dependence. Questions are from the
Composite International Diagnostic Interview (CIDI) used in the National
Comorbidity Survey (NCS), the first nationally representative survey to administer
a structured psychiatric interview (Kessler et al. 1994). All respondents who met the
diagnostic screening criteria for a disorder were defined as having that disorder. We
created two indicator variables, one for mothers who met the diagnostic criteria for
any mental health measure (PTSD or depression) and another for those diagnosed
with dependence on either drugs or alcohol.

PHYSICAL HEALTH The women were asked about physical limitations and to rate
their general health using questions taken from the SF-36 Health Survey (Ware et al.
1993). Respondents who rated their general health as poor or fair and who scored in
the lowest age-specific quartile (based on national norms) of the multiple-item phys-
ical functioning scale were defined as having a health problem. In addition, those
who reported that at least one child in the family (not necessarily the focal child) had
a physical, learning, or emotional problem that limited his or her activity were
defined as having a child with a health problem. We included indicators for health
problems of the mother and of any child.
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Severe domestic violence, 0.15 0.35 0.00 1.00
second wavea

Mother was pregnant 0.18 0.39 0.00 1.00
between wavesa

Annual household 2,609.41 1,939.12 83.33 11,666.66
income/total family 
size, second wave 
(dollars)

Hardships experienced, 0.60 0.49 0.00 1.00
second wavea

Parenting stress, 20.67 5.76 7.00 35.00
second wave

Mastery, second wave 22.46 3.35 13.00 28.00

Source: Authors’ compilation.
Note: N = 498.
a Percentage, except where indicated.

TABLE 9.1 / Continued

Measurea Meana Standard Deviation Minimum Maximum



TABLE 9.2 / Maternal Employment and Children’s Anxious-Depressed Behavior

Anxious or Depressed Behavior at Second Wave Change

Model 1 Model 2 Model 3 Model 4

Standard Standard Standard Standard 
Measure Coefficient Error Coefficient Error Coefficient Error Coefficient Error

Months worked −.27 .15 −.14 .14 −.11 .13 −.05 .16
between waves

Additional forty-hour .09 .12 .00 .00 .08 .10 −.07 .13
week, second wave

Job transitions .12 .04** .09 .04** .07 .03* .03 .04
between waves

Total years welfare receipt −.01 .01 −.02 .01 −.01 .01 −.01 .01
Mental health problem, .21 .11 .25 .10* .29 .12*
second wavea

Substance abuse diagnosis, .40 .24 .32 .22 .19 .27
second wavea

Health barrier, .00 .11 .00 .10 −.02 .13
second wavea

Child health barrier, .16 .11 .10 .10 .02 .13
second wavea

Severe domestic violence, .14 .12 .04 .12 −.12 .14
second wavea

(Table continues on p. 168.)



Pregnant between wavesa .11 .11 .09 .10 .04 .13
Income/family size, −.05 .02* −.05 .02* −.05 .03
second wave ($1,000)

Hardships, second wavea .08 .09 .04 .08 −.04 .10
Parenting stress, .02 .01** .01 .01 −.02 .01
second wave

Mastery, second wave −.04 .01** −.03 .01* −.01 .02
Negative behavior, .12 .01**
first wave

N 498 498 496 496
R-square .10 .23 .33 .06
Constant 3.35 .29 3.73 .50 2.23 .50 .71 .57

Source: Authors’ compilation.
Note: All analyses control for age and race of mother; child age and sex; whether mother completed high school, and whether a spouse or part-
ner was living in the household at second wave.
a Percentage, except where indicated.
* p < .05. ** p < .01.

TABLE 9.2 / Continued

Anxious or Depressed Behavior at Second Wave Change

Model 1 Model 2 Model 3 Model 4

Standard Standard Standard Standard 
Measure Coefficient Error Coefficient Error Coefficient Error Coefficient Error



TABLE 9.3 / Maternal Employment and Children’s Antisocial Behavior

Antisocial Behavior at Second Wave Change

Model 1 Model 2 Model 3 Model 4

Standard Standard Standard Standard 
Measure Coefficient Error Coefficient Error Coefficient Error Coefficient Error

Months worked −.31 .15* −.21 .14 −.16 .13 −.11 .15 
between waves

Additional forty-hour .18 .12 .00 .00 .08 .10 −.04 .12
week, second wave

Job transitions .09 .04* .06 .04 .04 .03 .00 .04
between waves

Total years welfare receipt .00 .01 −.01 .01 −.01 .01 .00 .01
Mental health problem, .05 .11 .09 .10 .13 .11
second wave

Substance abuse diagnosis, .35 .24 .25 .22 .14 .25
second wave

Health barrier, .09 .11 .07 .10 .06 .12
second wave

Child health barrier, −.09 .11 −.15 .10 −.23 .12
second wave



Severe domestic violence, −.08 .13 −.20 .11 −.33 .13*
second wave

Pregnant between waves .10 .11 .07 .10 .03 .12
Income/family size, −.06 .02* −.05 .02** −.05 .02*
second wave ($1,000)

Hardships, second wave .07 .09 .02 .08 −.05 .09
Parenting stress, .05 .01** .03 .01** .01 .01
second wave

Mastery, second wave −.02 .01 .00 .01 .02 .01
Negative behavior, 
first wave .16 .01**

N 498 498 496 496
R-square .06 .18 .35 .09
Constant 3.59 .30 2.95 .51 1.04 0.49 .23 .53

Source: Authors’ compilation.
Note: All analyses control for age and race of mother; child age and sex; whether mother completed high school, and whether a spouse or part-
ner was living in the household at second wave.
* p < .05. ** p < .01.



TABLE 9.4 / Maternal Employment and Children’s Positive Behavior

Positive Behavior at Second Wave Change

Model 1 Model 2 Model 3 Model 4

Standard Standard Standard Standard 
Measure Coefficient Error Coefficient Error Coefficient Error Coefficient Error

Months worked .25 .15 .15 .15 .03 .12 −.13 .42
between waves

Additional forty-hour −.14 .12 −.01 .00 −.04 .10 .17 .33
week, second wave

Job transitions −.07 .04 −.05 .04 .00 .03 .06 .11
between waves

Total years welfare receipt .00 .01 .02 .01 .00 .01 −.01 .03
Mental health problem, .08 .11 .03 .09 .00 .31
second wave

Substance abuse diagnosis, −.01 .25 −.10 .20 −.45 .70
second wave

Health barrier, −.05 .11 −.04 .10 −.14 .33
second wave

Child health barrier, .01 .12 .08 .10 .42 .33
second wave



Severe domestic violence, −.30 .13* −.14 .11 −.20 .37
second wave

Pregnant between waves −.19 .12 −.09 .10 −.12 .33
Income/family size, .07 .02** .04 .02* .09 .07
second wave ($1,000)

Hardships, second wave .13 .09 .10 .08 .18 .26
Parenting stress, −.04 .01** −.02 .01** −.02 .02
second wave

Mastery, second wave .03 .01 .01 .01 −.02 .04
Positive behavior, .19 .01**
first wave

N 498 498 484 484
R-square .08 .17 .45 .02
Constant 6.04 .30 6.31 .52 2.70 0.49 1.34 1.48

Source: Authors’ compilation.
Note: All analyses control for age and race of mother; child age and sex; whether mother completed high school; whether a spouse or partner
was living in the household at second wave.
* p < .05. ** p < .01.



Teachers reported that boys in the program group had fewer “externalizing” prob-
lems (for example, “is aggressive toward people or objects,” “has temper tantrums”)
and less hyperactivity (for example, “is easily distracted,” “acts impulsively”) than
did control group boys.2 Program group parents also reported that their boys had
fewer behavior problems than did control parents, but the difference was not signif-
icant. Teachers reported disciplining boys in the program group significantly less
often than boys in the control group (see table 10.1).

The picture for girls was more mixed. There were few effects of the program
on girls’ social behavior, but those that did occur suggest that the program had
negative effects. Teachers rated girls in New Hope families as having more exter-
nalizing problems and reported disciplining them more frequently than they did
control group girls (see table 10.1). The differences in program effects between
boys and girls should be put in the context of overall gender differences. Girls 
in both the program and control groups were generally doing better in school,
had better study skills, evidenced more positive social behavior, and displayed
fewer behavior problems than boys did. The New Hope program brought boys’
levels of academic performance and social behavior closer to the average levels
for girls in both groups.

In summary, two years after their families were randomly assigned to the New
Hope program, boys in New Hope families were making better academic progress,
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FIGURE 10.1 / Teacher and Child Assessments of Child Outcomes, New Hope 
Program (Percentage)

Source: Huston et al. 2001.
Note: Percentages are amount by which scores of children in the program group exceeded the
scores of children in the control group.



had better classroom behavior skills, had higher occupational aspirations and edu-
cational expectations, and displayed more positive social behavior in conjunction
with fewer behavior problems than boys in control group families. The rigorous
experimental design of the New Hope evaluation ensures that program and con-
trol groups did not differ systematically on important characteristics at the begin-
ning of the study and that differences between the two groups can be attributed to
the New Hope intervention.

These program effects are sufficiently large to have social significance as well as
statistical significance. Using Jacob Cohen’s (1988) criteria, many of the effects of the
New Hope program were “small” to “medium.” The largest effect sizes occurred for
teacher ratings of boys’ overall positive and problem behavior measures. Both had
effect sizes of 0.50 or greater (see table 10.1), indicating that the average boy in the
New Hope group scored above (for positive behavior) or below (for behavior prob-
lems) 69 percent of control group boys. For academic performance and aspirations,
the effect sizes for boys fell between the small and medium levels. The average boy
in a New Hope family scored above 62 percent of the control group boys on aca-
demic achievement and above approximately 69 percent of boys in the control
group on their plans to attend college (Cohen 1988). These differences are suffi-
ciently large to be socially important.

Lessons from New Hope
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Source: Huston et al. 2001.
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TABLE 10.1 / Children’s Educational Progress and Social Behavior, New Hope Program

Boys Girls

Program Control Program Control 
Outcome Group Group Difference Effect Size N Group Group Difference Effect Size N

Education and 
aspiration
Teacher report

SSRS academic 3.27 2.95 0.32** 0.33 208 3.43 3.31 0.12 0.12 208
subscale

Classroom 3.70 3.30 0.40** 0.38 208 4.10 4.10 0.00 −0.02 208 
behavior

Child report
Expects to 4.33 3.76 0.57** 0.49 137 4.03 4.18 −0.15 −0.13 150
attend college

Expects to 4.09 3.50 0.60** 0.46 137 3.94 3.93 0.01 0.01 150
finish college

Occupational 59.23 54.18 5.05** 0.29 241 56.42 57.87 −1.45 −0.08 251
aspirations

Occupational 58.23 54.09 4.14* 0.24 241 57.23 56.41 0.80 0.05 251
expectations

Positive social behavior
Teacher report, total 3.62 3.29 0.33*** 0.50 208 3.75 3.72 0.03 0.05 208
Parent report, total 3.95 3.87 0.08* 0.22 292 3.95 4.03 −0.08 −0.17 271

Problem behavior
Teacher report, total 2.30 2.60 −0.30*** −0.48 208 2.22 2.10 0.13 0.21 208

Externalizing 2.07 2.50 −0.43*** −0.51 208 2.07 1.85 0.22** 0.27 208
Hyperactivity 2.64 2.95 −0.31** −0.39 208 2.35 2.23 0.11 0.14 208
Discipline actions 2.87 3.30 −0.43** −0.30 208 2.39 2.02 0.37** 0.26 208

Parent report, total 4.57 4.84 −0.27 −0.22 164 4.76 4.52 0.23 0.19 161
for six-through-
twelve-year-olds

Source: Huston et al. 2001.
* p < .10. ** p < .05. *** p < .01, two-tail.



Not all of these working families received their income tax refund. Six house-
holds (14 percent) had their tax refunds and EITC garnisheed automatically in one
or both years due to outstanding debts incurred in government-administered pro-
grams. Three owed student loans, the most common reason for garnishment; the
others owed back taxes, had received unemployment insurance overpayments, or
had been convicted of welfare fraud.

Among respondents who discussed how they prepared their tax forms, 10 per-
cent completed the forms themselves, 60 percent used commercial services, 15 per-
cent relied on nonprofit community agencies or the free tax assistance offered by
the government, and another 15 percent relied on a friend or relative. Informal tax
preparers (relatives and acquaintances) frequently charged a small sum (fifteen or
twenty dollars). Most respondents who used a commercial service did so because
they could get their refund and EITC check more quickly: participants used terms
featured in commercial tax preparation firms’ advertising, most notably H&R
Block’s “rapid refund” (Olson and Davis 1994).

Among those who filed, most began to think about tax time long before their 
W-2 forms arrived, planning what they would do with the money. One respondent
exclaimed, “I tell people, ‘I can’t wait for January,’ and when they ask why, I tell
them, ‘It’s so I can file my taxes.’” Generally, people viewed tax time as a time when
they could catch up on their bills and feel a little ahead for a while. Field notes
describe the thoughts of one woman, who was counting on a $4,000 combined
refund and credit: “She can pay off all her [back] bills, be caught up with all her bills
and not feel stressed . . . all she has to do is keep working until December. Then in
January she can turn in her tax form so she can get that money.”

How Families View and Use the Earned Income Tax Credit
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TABLE 11.1 / Knowledge and Use of the Earned Income Tax Credit

Source Data

New Hope survey
Have heard of the earned income tax credit. 90 percent
If so, in the last year have used it on federal or state tax return. 72 percent

Administrative Records, 1996
Those filing 76 percent
Those eligible 45 percent
Amount (among those who received the credit)

Wisconsin $481
Federal $1,036

Total $2,772

Note: Data comes from New Hope two-year survey (1996 to 1997) and tax administrative data,
which used survey data on the forty families of the current ethnographic sample that were
contacted for the survey. Administrative records show estimated figures for all forty-two
families. The research group requested and received tax filing information from the IRS and
the Wisconsin Department of Revenue. To preserve anonymity, individual tax records were
not provided. However, group-level data for subgroups of approximately fifteen families
stratified by experimental status, income level, and family structure allow us to consistently
describe the mean filing rate and level of EITC credit received by sample members.



MINOR PARENT PROVISION Although the minor parent provision waiver might be
expected to reduce teenage nonmarital fertility, it, surprisingly, has the opposite effect:
it is consistently positive and significant for each race group and is robust across
model specifications. The provision increases the mean ratios of teen nonmarital
childbearing by 10 percent for all teens, 14 percent for white teens, and 6 percent for
black teens. This was certainly unintended by policymakers. A plausible explanation
for this positive relation is that the waiver actually puts the teen in a better bar-
gaining position. Parents who care about their daughters are less likely to force
them out of the house for getting pregnant when the means of support offered by
welfare benefits is limited. Thus the threat of having to leave the family home
because of a nonmarital pregnancy loses much of its credibility. In fact, if the
teenager has the child and stays home, she may be more likely to receive her parents’
help in caring for her child.

AFDC-UP The waiver expanding AFDC-UP is associated with decreases in mean
nonmarital birth ratios for all teens by 7.5 percent, for white teens by 8 percent,
and for black teens by 3 percent. This result is consistent with the hypothesis 
that increasing welfare eligibility for two-parent families increases incentives for
marriage. The fact that the effect is limited to teens can be explained by the
changes in eligibility requirements for AFDC-UP that are more salient for teens.
Before the waiver, eligibility for AFDC-UP required the principal earner to
demonstrate previous labor force attachment. Because teens have not been in the
workforce as long as post-teens, this constraint was more binding for them. Note,
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alone would have predicted decreases in the ratios over the period for each age and
race group. The actual increase in the predicted ratio, however, is attributable pri-
marily to the unobserved time effect.16

Even when policy variables have a statistically significant effect, they may not
explain differences over time or across states. Our breakdown shows that, in the
case of nonmarital childbearing, changes in variables such as social stigma, expec-
tations, and unmeasured aspects of the socioeconomic variables included in our
models play a much larger role than do changes in welfare policy.

CONCLUSION

An explicit goal of state-level welfare reforms implemented in the late 1980s and
1990s was to decrease the incidence of nonmarital births. Changes in the number
of nonmarital births can be caused by three factors:

• Socioeconomic and demographic changes that affect opportunity costs, marriage
decisions, and pregnancy resolution decisions

• Policy changes

• Unexplained state variation and time trends.

We find a number of socioeconomic and demographic variables to be important
determinants of nonmarital birth ratios. Wage rates, prevalence of AIDS, number
of abortion providers, and paternity establishment rates all lower nonmarital birth
ratios, while the probability of growing up in a teen or single-parent home and
(unexpectedly) marriage market opportunities are associated with increased ratios.
Other economic and demographic variables such as the poverty rate, male wages,
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TABLE 12.1 / Effects of Economic, Demographic and Waiver Variables on Age- and Race-Specific Nonmarital Birth Ratios

Ages Fifteen Through Nineteen Ages Twenty Through Forty-Nine

Variable All White Black All White Black

Socioeconomic characteristics
and other state controls 

Twenty-five percent increase 0.03 0.18 0.11 0.03 −0.06 −0.05
in mean poverty rate (0.09) (0.51) (0.33) (0.26) (−0.54) (−0.21)

One dollar increase in race- 0.3 0.002 −0.1 −0.8** −0.6** −0.4**
specific mean female wage (0.53) (0.00) (−0.91) (−3.38) (−3.18) (−2.65)

One dollar increase in race- −0.1 0.5 −0.03 0.003 0.1 −0.02
specific mean male wage (−0.15) (1.18) (−0.74) (0.02) (1.03) (−0.66)

Twenty-five percent increase in race-specific 0.48* 0.10 −0.50** −0.04 −0.08 −0.60**
mean female unemployment rate (1.65) (0.38) (−3.02) (−0.43) (−1.12) (−5.11)

$100 increase in mean real maximum −1.0 −0.5 0.1 −0.6* −0.2 −0.7
AFDC and food stamp guarantee (−1.29) (−0.51) (0.08) (−1.84) (−0.58) (−0.94)

Twenty-five percent increase −0.16** −0.04 −0.03 −0.07** −0.03 −0.10**
in mean AIDS rate (−2.55) (−0.56) (−0.51) (−2.47) (−1.03) (−1.98)

Twenty-five percent increase −0.28** −0.07 −0.40* −0.09 0.04 −0.25
in mean ratio of whites to blacks (−2.02) (−0.45) (−1.73) (−1.40) (0.78) (−0.91)

Twenty-five percent increase in −1.17 −1.75 −0.68 −0.45 −0.67 −0.68
mean high school completion rate (−0.94) (−1.18) (−0.51) (−0.85) (−1.42) (−0.64)

Twenty-five percent increase in mean race- 2.15** 1.64** 0.27** 0.16 −0.47** 0.04
and age-specific eligible men per single woman (3.49) (2.23) (2.03) (0.55) (−2.07) (0.35)

Twenty-five percent increase in mean 3.61** 2.96** 1.53** 0.97 −0.19 3.20**
proportion growing up in a teen-parent (4.42) (3.15) (2.70) (1.57) (−0.34) (2.65)
or single- parent household

(Table continues on p. 230.)



Twenty-five percent increase in −0.36** −0.42** −0.25** −0.05 −0.09** 0.04
mean paternity establishment rate, (−4.10) (−4.21) (−2.55) (−1.30) (−2.82) (0.50)
lagged one year

Twenty-five percent increase in −0.22 0.25 −0.32 −0.51** −0.23** −0.34
mean abortion providers per 1,000 (−0.68) (0.67) (−0.96) (−4.01) (−2.06) (−1.26)
women of childbearing age

Family cap waiver −6.1** −5.4** −4.4** −2.5** −1.4** −3.3**
(−6.30) (−4.76) (−3.86) (−6.47) (−4.15) (−3.89)

Minor parent provision waiver 7.0** 8.0** 4.9**
(5.79) (5.73) (3.56)

Time limit waiver −0.2 0.1 0.5 1.0** 0.9** −0.2
(−0.17) (0.09) (0.30) (2.23) (2.22) (−0.19)

Work requirement waivers 1.1 0.02 1.4 0.2 −0.1 0.4
(1.06) (0.01) (1.14) (0.53) (−0.22) (0.48)

AFDC-UP waivers −5.1** −4.7** −2.6** −0.03 0.2 0.02
(−4.30) (−3.35) (−1.97) (−0.06) (0.60) (0.03)

Child support waivers 3.5** 3.4** 2.5** 0.9** 0.4 1.8**
(3.33) (2.74) (1.95) (1.94) (1.13) (1.92)

Expanded income disregard and −1.3 −1.3 −1.5 −0.5 −0.7* −1.1
asset limit waivers (−1.12) (−0.91) (−1.01) (−1.03) (−1.77) (−1.13)

School attendance and performance 1.4 0.7 −0.7
requirement waiver (1.55) (0.71) (−0.71)

R2 95.01 95.63 87.39 96.47 95.65 94.41

Source: Author’s estimation results and calculations based on data from sources summarized in table 12A.1.
Note: The effects represent percentage point changes in nonmarital birth ratios. Independent variables are measured in the same year as the
dependent variable. Regressions are weighted to account for heteroscedasticity using NiPi(1−Pi)1/2. State and time fixed effects are included 
in each regression. Marginal coefficients are calculated as Bpmn(1−pmn) from the logit ln(P/1−p) = XB + e. t-statistic in parentheses.
* Significant at 10 percent. ** Significant at 5 percent.
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TABLE 12.2 / Marginal Effect of Waivers Requested, Approved, and Implemented

Ages Fifteen Through Nineteen Ages Twenty Through Forty-Nine

Variable All White Black All White Black

Any waiver requested −0.8 −0.9 −1.3** −0.6** −0.3* −1.1**
(−1.40) (−1.44) (−2.23) (−2.73) (−1.77) (−2.49)

Any waiver approved −1.2** −1.5** −1.5** −0.8** −0.6** −1.4**
(−2.16) (−2.49) (−2.73) (−4.10) (−3.47) (−3.43)

Any waiver implemented −1.4** −1.6** −1.7** −0.8** −0.6** −1.6**
(−2.56) (−2.60) (−3.00) (−3.98) (−3.25) (−3.87)

Source: Author’s estimation results and calculations based on data from sources summarized in table 12A.1.
Note: The effects represent percentage point changes in nonmarital birth ratios. Each coefficient is from a different regression in which
controls for socioeconomic variables and state and time fixed effects are included along with the waiver variables. t-statistic in parentheses.
* Significant at 10 percent. ** Significant at 5 percent.



teen unemployment, and high school completion do not have a significant effect on
nonmarital births.

Policy changes include both changes in welfare generosity and the implementa-
tion of welfare waivers. Our results show little relation between welfare generos-
ity and nonmarital fertility. Welfare waivers are responsible for a small downward
pressure on nonmarital birth ratios, but some of this observed effect may be caused
by the rhetoric surrounding the policy changes or by a relation between a strong
state commitment to lowering nonmarital fertility and state adoption of these types
of policy.

Although the overall effect of the waivers is small, some have consistently sig-
nificant statistical effects on nonmarital birth ratios. Our results offer evidence that
the family cap decreases nonmarital fertility ratios. We also find that the waiver aimed
most directly at reducing teen nonmarital fertility—the minor parent provision—
seems to have the opposite effect. This calls into question the use of this policy tool
for reducing nonmarital teen fertility. Finally, there is some evidence that the
AFDC-UP waiver, which makes it easier for two-parent families to receive benefits,
lowers teen nonmarital fertility; there is no evidence that expanding the AFDC-UP
program has an effect on post-teen nonmarital fertility. Time limits and work
requirements—the two waivers most central to welfare reform—have surprisingly
little effect on nonmarital fertility, even though theory predicts a negative effect.
Because unexplained time trends have the largest effect on changes in nonmarital
birth ratios, the relation between policy and social norms and attitudes is ripe for
further investigation.

APPENDIX
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TABLE 12A.1 / Means and Standard Deviations for Variables, Six Age-Race Groups

Ages Fifteen Ages Twenty
Through Nineteen Through Forty-Nine

Variable All White Black All White Black

Ratio of nonmarital birthsa 0.68 0.58 0.87 0.21 0.14 0.51
(0.13) (0.15) (0.14) (0.08) (0.05) (0.15)

Poverty rate (percentage)b 13.6 13.6 13.6 13.6 13.6 13.6
(4.3) (4.3) (4.3) (4.3) (4.3) (4.3)

Race-specific female 8.34 8.56 7.40 8.34 8.56 7.40 
hourly wage (dollars)c (1.22) (1.41) (2.23) (1.22) (1.41) (2.23)

Race-specific male 11.68 12.13 9.42 11.68 12.13 9.42
hourly wage (1.53) (1.63) (4.40) (1.53) (1.63) (4.40)

Race-specific female 6.1 5.2 10.7 6.1 5.2 10.7
unemployment rate (1.8) (1.6) (5.1) (1.8) (1.6) (5.1)
(percentage)c

Unemployment rate among 17.1 14.4 17.1
sixteen-through-nineteen- (5.1) (4.2) (5.1)
year-olds (percentage)c
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Maximum AFDC and 614.3 614.3 614.3 614.3 614.3 614.3
food stamp guarantee (133.9) (133.9) (133.9) (133.9) (133.9) (133.9)
(percentage)b

Number of AIDS cases 0.13 0.13 0.13 0.13 0.13 0.13
per 1,000 state (0.23) (0.23) (0.23) (0.23) (0.23) (0.23)
populationb

Ratio of whites to blacksb,e 43.1 43.1 43.1 43.1 43.1 43.1
(73.0) (73.0) (73.0) (73.0) (73.0) (73.0)

High school completion 84.7 84.7 84.7 84.7 84.7 84.7 
rate among eighteen- (5.7) (5.7) (5.7) (5.7) (5.7) (5.7)
through-twenty-four-
year-olds (percentage)b

Race- and age-specific 1.10 1.15 1.21 0.53 0.57 0.50
eligible men per (0.20) (0.27) (0.78) (0.07) (0.06) (0.06)
single womena

Proportion growing  0.18 0.16 0.29 0.16 0.16 0.16
up in a teen-parent (0.04) (0.04) (0.07) (0.05) (0.05) (0.05)
or single-parent 
householdd

Paternity establishment  0.36 0.36 0.36 0.36 0.36 0.36
rate, lagged one yearb (0.24) (0.24) (0.24) (0.24) (0.24) (0.24)

Abortion providers 0.04 0.04 0.04 0.04 0.04 0.04
per 1,000 women of (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)
childbearing ageb

Dummy for parental 0.34 0.34 0.34
consent required (0.47) (0.47) (0.47)
for an abortionb

Dummy for sexual 0.52 0.52 0.52 0.52 0.52 0.52
education and sexually (0.50) (0.50) (0.50) (0.50) (0.50) (0.50)
transmitted disease 
education required 
in schoolsb

Source: Author’s compilation.
Note: Standard deviations are in parentheses.
a These variables are race and age specific.
b These variables are not race and age specific.
c These variables are race specific and not age specific.
d This variable is age specific; it is race specific only for teens.
e The mean ratio of whites to blacks is large because it is an unweighted national mean calcu-
lated from state means.
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TABLE 12A.2 / Data Dictionary

Variable Description and Sources

Ratio of nonmarital births

Number of AIDS cases weighted 
by the state population

Poverty rate

Female unemployment 
(all, white, and black) 

Unemployment sixteen to
nineteen-year-olds (all and white)

Ratio of whites to blacks

High school completion among eighteen
to twenty-four-year-olds, three yr. 
moving average 

Proportion of children under eighteen 
living with one parent, 
lagged twenty-four years

Proportion of teen births to 
all births, lagged seventeen yrs. 
(all, white and black)

Real maximum AFDC payment 
+ cash value of food stamps for 
family of three

Parental consent required 
and enforced
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Data for numerator and denominator from: National
Center for Health Statistics. Vital Statistics of the United
States 1984–1992,
Volume 1, Natality. US Department of Health and
Human Services. 1993–1996 data from Stephanie
Ventura.

Center for Disease Control and Prevention. 1984–1996.
Morbidity and Mortality Weekly Report, Summary of
Notifiable Diseases. 
USDHHS. State populations from Census Bureau.

www.census.gov/hhes/poverty/histpov/
hstpov21.html

Bureau of Labor Statistics. 1985–1998. Geographic
Profile of Employment and Unemployment.

Bureau of Labor Statistics. 1985, 1986, 1987, 1988, 1989,
1990, 1991, 1992, 1993, 1994, 1995, 1997, 1998.
Geographic Profile of Employment and
Unemployment.

Calculated using: www.census.gov/population/
estimates/state/stintasr and www.census.gov/population/
estimates/state/sasrh

1984–1989 from: Oct. CPS; 1990–1996 from: US
Department of Education. National Center for
Education Statistics. Dropout Rates in the US.

Calculated using data from: US Census of the Population:
1960, 1970 and 1980. Volume 1, Characteristics of the
Population, Part 1 US Summary.

Calculated as number of births to teens/all births from
Vital Statistics

Green Book and CPI

NARAL. 1989–1998. Who Decides? A State by State Review
of Abortion Rights in America. and Merz, J., C. Jackson
and J. Klerman. “A Review of Abortion Policy:
Legality, Medicaid Funding, and Parental
Involvement, 1967–1994.” RAND/RP-565.
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Number of abortion providers/
1,000 females ages fifteen to forty-four
in each state

Marriage market opportunities

Sexuality and sexually transmitted 
disease education required 
in school

Median real wage: female 
(all, white and black) 

Median real wage: male 
(all, white and black) 

Paternity establishment rate

Waiver information

Source: Authors’ compilation.

Data provided by Stanley Henshaw, AGI, from AGI
publications. Population data from Census Bureau.

[SjPjaMj]/(Fa); where Pja is the probability that a
woman in age group “a” will marry a man in age
group “j”; Mj is the number of single employed men in
age group “j” (assumed to be the marriageable pool);
and Fa is the number of single women in age group
“a.” This variable is race specific as data shows that
there is still only a small percent of racial intermar-
riages.

Proportion single to total men and women from March
CPS applied to census population projections; weight
for proportion of men in each age group which women
in age group marry from Vital Stats, Marriage &
Divorce, 1987.

Kenney, Asta. 1989. Sex Education and AIDS Education in
the Schools. AGI; NARAL. 1995. Sexuality Education in
America: A State-by-State Review; NARAL. 1998. Fact
Sheet: “State Sexuality and STD/HIV Education
Regulations.”

Calculated as three-year moving average from March
CPS

Calculated as three-year moving average from March
CPS

Number of paternities established divided by number of
non-marital births data from Green Book and Vital
Statistics

From published and unpublished USDHHS sources;
various welfare related websites; and unpublished
data collected directly from states.

TABLE 12A.2 / Continued
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PROPOSALS

We propose the following options to “make work pay” and to reduce poverty
among children, taking advantage of the unparalleled opportunity created by the
current federal budget surplus.

• Increasing the participation rate in the Food Stamp program and enhancing ben-
efits for the working poor

• Increasing access to and the financing of child care services

• Increasing the minimum wage and indexing it to inflation

• Increasing the health insurance coverage of low-income, working parents

• Providing economic incentives for the payment of child support 

• Strengthening the EITC

• Ensuring that more of the child tax credit goes to lower-income families by mak-
ing it more refundable.

Reducing Child Poverty
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TABLE 13.1 / Effect of Increased Earnings on Disposable Income, Single Mother with
Two Children, Maryland, 1998 (Dollars)

Taxes and
TANF and Work Child Care Total

Example Earnings Food Stamps Expensesa Expensesb Income

Family receives food 0 8,367 0 0 8,367
stamps and child 10,000 2,160 3,178 (192) 15,146
care assistance 15,000 1,514 1,855 (2,040) 16,329

20,000 0 69 (3,720) 16,349

Family does not receive 0 8,367 0 0 8,367
food stamps or child 10,000 0 3,206 (4,500) 8,706
care assistance once 15,000 0 1,872 (4,500) 12,372
employed 20,000 0 69 (4,500) 15,569

As earnings increase Food stamps No food stamps 
and child care or child care

0 to 10,000 6,779 339
10,000 to 20,000 1,203 6,863
0 to 20,000 7,982 7,202

Source: Author’s calculations based upon policies in Maryland.
Note: Parentheses indicate a cost, other numbers indicate a credit.
a Includes federal and state income taxes and payroll taxes. Work expenses are assumed to be 
5 percent of income up to a maximum of $750.
b Child care expenses in first example are based on copay amounts for center-based care for one
child, Baltimore.



from zero to a level approaching that generated by full-time work at the minimum
wage, the matching rate would remain constant. Within this range, however, the
amount of matching payments to the custodial family would typically rise, because
the child support order would increase as the noncustodial parent’s income grew.
Beyond this income range, the matching rate as well as the amount of matching
payments would decline and eventually phase out.

Table 13.2 illustrates one possible version of such a child support subsidy program
for a custodial family with two children. The matching rate is a function of the non-
custodial parent’s gross annual income. For incomes of $8,000 and lower, child sup-
port payments would be matched at 150 percent, reaching a maximum subsidy of
$1,500. This maximum subsidy would apply for noncustodial parents with incomes
up to $12,000. At the end of this plateau, the subsidy would phase out at an approx-
imately 12 percent rate, reaching zero when the noncustodial parent’s income slightly
exceeds $24,000. Under this scenario, if a noncustodial parent with $10,000 in annual
earnings had a child support order of $1,500 and he or she paid that amount, the child
support payment would be matched by a $1,500 child support incentive payment
(CSIP) subsidy, for a total of $3,000.

This strategy for subsidizing child support payments would supplement, not
replace, vigorous and effective child support enforcement efforts that hold non-
custodial parents legally responsible for the financial support of their children. The
strategy is likely to be most successful if accompanied by an employment program
for low-income, noncustodial parents. Employment services (including publicly
funded transitional jobs) should be provided to bolster the earnings of low-income,
noncustodial fathers. Additional services to be considered include a broader range
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TABLE 13.2 / Child Support Incentive Plan, Custodial Family with Two Children
(Dollars, Except as Indicated)

Child CSIP
Gross Income of Support Matching CSIP Order plus
Noncustodial Parent Order Rate (Percentage) Subsidy CSIP

6,000 500 150 750 1,250
8,000 1,000 150 1,500 2,500

10,000 1,500 100 1,500 3,000
12,000 2,200 68 1,500 3,700
14,000 2,900 43 1,255 4,155
16,000 3,600 28 1,010 4,610
18,000 4,300 18 765 5,065
20,000 5,000 10 520 5,520
22,000 5,700 5 275 5,975
24,000 6,400 1 30 6,430
26,000 7,100 0 0 7,100

Source: Author’s calculations based upon illustrative CSIP parameters and child support
orders.



state income disregard rules for reducing the TANF benefits of mothers who go to
work. The third change can be attributed to the large increases in the federal EITC.
Clearly, both states and the federal government have made policy changes in the last
decade that, taken together, greatly increase the returns to low-wage work for moth-
ers leaving welfare.

Figure 14.1 reveals the magnitude of the federal changes. In 1998 the Congressional
Budget Office (Congressional Budget Office 1998) estimated how much the federal
government would spend in entitlement dollars on the work support programs
(child care, SCHIP, the child tax credit, Medicaid, and the EITC) that had been
expanded or created by Congress since the mid-1980s. As shown in the left bar
graph, if Congress had not expanded these work support programs, the federal
government would have spent less than $6 billion to subsidize the incomes of low-
income, working families in 1999. However, with the expansions, the federal gov-
ernment was expected to spend nearly $52 billion in 1999. The difference between
$6 billion and $52 billion in entitlement funding represents a dramatic growth in
the federal commitment to working families. The federal commitment is even more
impressive than these figures suggest: the analysis was based only on entitlement
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ment of mothers, especially never-married mothers; on income in single-mother
families; and on poverty. There are problems, and I examine the most important
ones, but overall, the news is good.

Caseload Reductions

Consideration of the effects of welfare reform properly begins with caseload
reductions (figure 14.2). Between spring 1994 and spring 2000, the most recent
period for which we have data, the number of families on welfare fell 56 percent,
with six consecutive years of decline. This caseload decline is without precedent
in the history of welfare programs. In fact, declines in just two consecutive years
are almost unprecedented.

Two additional points provide perspective on these caseload declines. First,
many people seem to think that welfare rolls move up and down in rough correla-
tion with the economy: when the economy is good and employment is high, the rolls
decline; when the economy is bad and employment is declining, the rolls increase.
Almost every media story about the recent caseload decline contains the claim that
a primary cause of the decline is the nation’s booming economy. This view is ques-
tionable, however. Over the course of the economic recovery in the 1980s, during
which the economy produced a net increase of approximately 20 million jobs, the
welfare rolls increased by more than 12 percent. Similarly, during the initial three
years of the recovery in the 1990s, as the economy was adding approximately 3 mil-
lion jobs, the welfare caseload experienced a period of rapid growth, increasing from
4.4 million to 5.1 million families. It was not until spring 1994, at which time more
than half of the states had mounted their own welfare reform programs by obtain-
ing waivers from federal requirements, that the caseload began to decline. The
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and with more mothers receiving the EITC, the economic expansion actually had
an impact on poverty because, for the first time, mothers who normally stayed on
welfare were now working. In short, the combination of more work and more work
support explains the rapid decline in poverty during the 1990s.

In summary, poverty has fallen during each year of welfare reform, has fallen
among minority children by an unprecedented amount, is even lower if we use a
poverty measure that includes benefits from the work support system, and fell more
in the 1990s than in the 1980s. That our nation has been able to achieve historic
declines in welfare caseloads simultaneously with substantial declines in poverty is
a solid achievement.

THE NEW WORLD OF WORK

Five years into the nation’s experiment of replacing welfare with work, two broad
conclusions are justified. First, the combination of strict welfare rules, which encour-
age or force families into self-support, and the work support system, designed to
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TABLE 14.1 / Returns to Work and Welfare, 1986 and 1998 (Dollars)

AFDC-TANF Earned Income Medicaid
Year Earnings Federal Taxes and Food Stamps Tax Credit Total Income Coverage

1986
Welfare 0 0 8,747 0 8,747 Yes
Work 10,000 −956 2,584 728 12,356 No

Difference 10,000 −956 −6,163 728 3,609 No
1998

Welfare 0 0 7,870 0 7,870 Yes
Work 10,000 −765 4,240 3,756 17,231 Yes

Difference 10,000 −765 −3,630 3,756 9,361 Less adult 
coverage

Source: U.S. House of Representatives 1986; U.S. House of Representatives 1998.
Note: Estimated 1986 numbers are based on a Pennsylvania worker with $7,000 in earnings. Taxes and benefits adjusted for inflation from
January 1986 to July 1998. Calculations for 1986 assume no 33 percent deduction but do assume the standard deduction of $75, the $30
deduction, and a $160 child care deduction. Federal taxes are income taxes and FICA taxes. Calculations made by the Congressional
Research Service.



$43,050 and $104,050), and $852 per child for families in the 31 percent tax bracket
(adjusted gross income between $104,050 and $158,550). In higher brackets, these
benefits gradually phased out.

Families paying taxes also benefited from the child tax credit, a provision of
the tax code implemented in 1998 that offered a credit of $500 for each child under
age seventeen. The credit phased out as income exceeded $110,000 ($75,000 if sin-
gle, head of household, or a qualifying widow or widower). Because it is a credit
and not a deduction, its value remained the same across different tax brackets.
However, it could be deducted only from taxes due; at lower incomes, it was pre-
empted by the EITC. As a result, families with incomes below approximately
$15,000 did not benefit from it.

The complexity of the tax system makes it difficult to offer precise estimates of
benefits across all family types and income levels. Stylized comparisons, however,
are telling. Adding together the value of the dependent exemption and the child
credit, a family with two children in the 31 percent tax bracket enjoyed a subsidy of
$2,704. A family with two children in the 15 percent tax bracket enjoyed the consid-
erably lower subsidy of $1,824. A family with two children receiving the EITC could
potentially have received the most generous support of all, a maximum benefit of
$3,816. David Ellwood and Jeffrey Liebman (2000) describe the resulting U-shaped
pattern as the “middle-class parent penalty.” One could also term it a “low-income
parent penalty,” given that many families in the 15 percent bracket have incomes
near the poverty level.

As table 15.1, which summarizes these differences, shows, the differences in
level of support were greatly accentuated for families with three children, because
EITC benefits did not rise for additional children. With three children, a family in
the 31 percent bracket received benefits worth $4,056; with four, benefits worth
$5,408. More than one-third of all children in this country live in families with
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TABLE 15.1 / Tax Benefits for Families Raising Two or More Children, 1999 (Dollars)

Family Tax Benefit

Family below poverty line
Earned income tax credit maximum, two or more children 3,816

Family in 15 percent tax bracket
Dependent exemption plus child credit, two children 1,824

Family in 31 percent tax bracket
Dependent exemption plus child credit

Two children 2,704
Three children 4,056
Four children 5,408

Source: Authors’ compilation. 
Note: For married couples filing jointly, the upper bound for the 15 percent tax bracket in 1999
was an adjusted gross income of $43,050; the 31 percent tax bracket applied to those with
adjusted gross income between $104,050 and $158,550. These benefit estimates omit the value of
the dependent exemption for a stay-at-home spouse, which represents an additional source of
support for homemakers who are raising children.



to obtain such support poses a serious risk of poverty. Child support enforcement
efforts in the United States have improved in recent years, but success rates
remain quite uneven across states, especially for women who are not on the
TANF rolls (Turetsky 1998). The bottom line is that we insure children against
some risks much better than others. Further, because these risks differ systemat-
ically by race, ethnicity, and income group, we insure some children far more
generously than others. Table 15.2 summarizes differences across programs that
remain largely unchanged today.

The restrictions on EITC eligibility, the low level of TANF benefits, and the low
wages in jobs typically held by women moving from welfare to work help explain
why poverty rates among children have fallen only slightly during the economic
boom of the last several years, from about 21 percent for individuals under age eigh-
teen in 1996 to about 17 percent in 1999 (U.S. Bureau of the Census 1999). Low take-
up rates and eligibility levels are also relevant: the Census Bureau estimates that
fewer than 30 percent of children in poverty resided in a family that received cash
public assistance in 1998 (Kids Count 2000). Variation in state policy accounts for a
significant portion of the variation in child poverty across states (Meyers et al. forth-
coming). In 1998 the child poverty rate in the District of Columbia was 45 per-
cent, more than five times greater than in the neighboring state of Maryland (National
Center for Children in Poverty 2000). Clearly, public policies in the United States offer
children very unequal protection against the risks of poverty.

In-Kind Benefits

In-kind transfers such as food stamps and Medicaid are an additional source of pub-
lic support for poor families with children, even though the presence of children is
not a requirement for receiving them. It is worrisome that use of these programs is
falling among the eligible population, which may be confused or discouraged by
new TANF rules (Steinhauer 2000; Ku and Bruen 1999; Zedlewski and Brauner
1999). Expenditures on these programs remain significant. They are, however, coun-
terbalanced by tax expenditures that primarily benefit the nonpoor. Tax expen-
ditures are defined as deviations from normal tax policy that are functionally
equivalent to spending programs. In fiscal year 1996 total federal tax expenditures
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TABLE 15.2 / Social Insurance for Children 1996 (Dollars)

Social Insurance Benefit

Temporary Assistance for Needy Families
Maximum benefit in median state in 1996, one parent and two children 4,548

Foster care
Average cost in 1996, foster care for two children 12,000

Social Security Survivors’ Insurance
Average benefit in 1996, one surviving spouse and two children 18,288

Source: Authors’ compilation. 
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