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APPENDIX L-ASSESSING THE EFFECTS OF
WELFARE REFORM INITIATIVES

INTRODUCTION

The 1996 welfare reform law set sweeping goals of reducing welfare
dependency, and addressing both out-of-wedlock pregnancies and single
parenthood. In creating the block grant of Temporary Assistance for Needy
Families (TANF), the 1996 law gave States broad latitude to design programs
that promote work among those receiving welfare assistance as a way to meet
the goals. TANF was created at a time when a large number of States were
already experimenting with welfare-to-work programs, and many State TANF
programs are the product of these experiments. Further, the 1996 welfare law
gave States the authority to use TANF funds to address other social issues
commonly associated with welfare dependency but which extend beyond the
immediate population receiving cash assistance.

No single study can provide a complete and definitive assessment of the
effects of welfare reform and the broad social initiatives undertaken both before
and after the enactment of the 1996 welfare law. However, a large body of data
and research has been developed to help policy makers determine what is
happening and which provides a sense of the likely impact that some of the
changes in both Federal and State policy have had. Each data source or study is
like a piece of a puzzle - a small piece of the overall picture with its own
limitations and requiring caveats about the implications of its findings.
However, when these pieces are put together, a picture does emerge of the
changes that have taken place since the mid-1990s. As a whole, the research
provides the ability to assess whether Federal and State policy initiatives have
influenced these changes.

Much of this research has been supported by Federal funds. General
indicators of the low-income population come from national surveys of the U.S.
Census Bureau and other agencies. Further, the Department of Health and
Human Services (HHS) has long sponsored research on the effects of welfare-
to-work initiatives and required an evaluation of the welfare-to-work
experiments of the mid-1990s that preceded TANF. This appendix focuses on
these federally-funded efforts. It provides a summary of trends in the indicators
of work, welfare, and economic well being from national survey data. It then
summarizes findings from research completed through December 2002 from
federally-funded studies of specific welfare populations and evaluations of
program changes. The last part of this appendix outlines research currently
planned or ongoing, focusing on federally-funded efforts to fill in some of the
“missing” pieces of the puzzle that would help the public and policymakers
assess the effects of welfare reform.



L-2
SUMMARY OF FINDINGS FROM EXISTING RESEARCH

Generally, States have used TANF funds to promote and support work for
low-income families. For the most part, States have implemented “work-first”
programs that stress job search and rapid entry into employment. State
programs also have focused on supporting work, by permitting recipients to
keep a part of their welfare check when they get a job. Progress toward
reducing welfare dependency has been made, as welfare-to-work efforts-
together with the economic boom of the mid- and late-1990s-succeeded in
sharply reducing welfare rolls and in increasing work by mothers raising
children alone.

All available data from both national surveys and administrative data
sources document the dramatic plunge in the cash welfare rolls. National survey
data show that the proportion of single mothers receiving cash welfare was
relatively steady in the late 1980s and early 1990s (at about 1/3), but after 1993
fell precipitously to 10.6 percent in 2002. Coinciding with the fall in the cash
welfare rolls, employment among single mothers increased sharply in the mid-
to late-1990s. In 1993, 68 percent of single mothers worked at some point
during the year, a proportion that had risen to 83 percent in 2000.

Federal and State policy changes likely influenced the trends in work and
welfare following enactment of welfare reform. Program evaluations have
consistently found that mandatory participation in job search or other job
preparation activities increases employment and decreases welfare receipt. This
finding has been replicated over and over again in evaluations of such initiatives
from the 1980s to the present. This is not to say that the healthy economy did
not also affect the trends in welfare and work that occurred during the economic
boom of the mid- and late-1990s. In fact, the trend toward higher work and
lower welfare receipt rates actually preceded enactment of the 1996 welfare
reform law, though many States were experimenting with their welfare
programs at the time. However, the available evidence shows that the type of
policies implemented at the Federal and State level in welfare reform did have a
part in decreasing welfare dependence and increasing work. Poverty rates have
declined since the mid-1990s, though the decline in poverty has not been as
great as the decline in the cash welfare rolls.

National survey data show that the percent of single mothers who were
poor peaked at 45 percent in the early-to-mid 1990s, but fell to 32 percent in
2002. However, the cash welfare rolls declined faster during the same period,
and an increasing proportion of poor single mothers did not receive cash
welfare.

It is harder to make the connection between policy changes and trends in
poverty than it is between policy changes and welfare receipt and work.
Program evaluations consistently have shown that requiring work-while
increasing earnings and decreasing cash welfare receipt-often does not change a
recipient’s combined income. That is, earnings gains are offset by declines in
welfare benefits. Those programs that increased recipients’ income generally
did so by expanding welfare eligibility for families with earnings (as many
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States have done). Further, evidence from studies of those who leave welfare
(“leaver studies”) shows that the earnings of single mothers often are by
themselves insufficient to lift a family out of poverty and many remain poor.
These research findings generally come from studies of families who had
entered the welfare system; evidence is lacking to assess how TANF may have
affected the economic well-being of families who never sought assistance.

Some evaluations of welfare-to-work programs included assessments of
the well-being and development of the family’s children. These studies examine
a broad range of child outcomes. Requiring work of single mothers generally
does not appear to have unfavorable impacts on the behavior, academic
functioning, or health and safety of children. For younger children, there is no
consistent pattern, with some favorable and some unfavorable impacts.
However, a number of studies have pointed out unfavorable academic and
behavioral outcomes for adolescent children.

There is little definitive evidence of the effect of TANF on progress
toward its family formation goals of decreasing out-of-wedlock pregnancies and
promoting two-parent families. Progress toward these goals is perhaps the most
difficult to assess. TANF gives broad latitude to States to address family
formation issues, permitting States to do so not only for cash welfare and low-
income families but for the population in general. To date, States have spent
very little of their TANF money directly on such activities and there is very little
research available to assess the impact that such programs would have on family
formation outcomes such as reducing out-of-wedlock child-bearing and
marriage.

Much of the available research on the effect of welfare reform on family
formation comes from broader assessments of welfare-to-work programs. Most
provisions of these programs were not intended to directly affect child-bearing
or marital status, but might indirectly have done so. A few evaluated programs
included such policy initiatives as a family cap (no increase in the cash payment
upon the birth of a new baby) or elimination of restrictions for two-parent
families. These programs have not produced consistent impacts on births or
marital status outcomes. Programs without such provisions also sometimes
have, but sometimes do not have, impacts on births and marital status.

LOOKING TO THE FUTURE

In 2003, welfare policy and research stands at the end of one era and the
beginning of another. A large body of research shows that mandatory
participation requirements can be effective in moving recipients from welfare to
work. However, the limits of such policies also have been learned, as these
programs tend not to increase incomes for those who come through the welfare
system.

In great part, the protracted debate on welfare reauthorization in 2002 and
2003 focused on policies that were seen as addressing the limitations of “work-
first” programs.  Reauthorization proposals generally would raise work
standards, require additional hours of activity, and allow States to engage more
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of their caseload in activities that would go beyond pre-employment job search.
The debate over promoting marriage in part reflects a recognition of the
difficulty that single mothers have in achieving economic well being.

Many of the ideas discussed in Congress during this two-year period are
the subject of research projects already underway. The concluding section of
this appendix discusses ongoing or planned research sponsored by HHS. It
discusses the initiatives in the areas of post-employment services, specialized
services for certain welfare populations, and new policies and programs to affect
family formation decisions that represent the Federal welfare research agenda
for the future.

ECONOMIC STATUS OF SINGLE-MOTHER FAMILIES: NATIONAL
SURVEY DATA

OVERVIEW

This section examines trends in welfare, work, and economic well-being
among families headed by single mothers, the group that is the main focus of
TANF Programs. The analyses use national household survey data, specifically,
the U.S. Census Bureau's March Current Population Survey (CPS) and the
Bureau of Labor Statistics' Consumer Expenditure Survey (CEX). CPS data
were examined from March 1988 (income year 1987) to March 2002 (income
year 2001). CEX data were examined from 1994 through 2001.

The analyses seek to describe the changing circumstances of single
mothers over the period, but do not attempt to isolate the effects of particular
policy changes or to ascribe causation. These analyses are presented to provide
background and context for the subsequent discussions of research focused
specifically on welfare reform initiatives. Given the precision of estimates
obtained from the CPS and CEX, this section focuses primarily on overall
trends, rather than specific year-to-year changes.

The number of single mothers grew by 17 percent over the 4-year period
from 1989 to 1993, but has since leveled off and remained at around 10 million
(Chart L-2). Dramatic changes in work, welfare, and poverty among this
population have occurred in recent years, especially since 1992-93, as detailed
in the following charts. Highlights include:

—  The percentage of single mothers who worked at some time during the year
rose from 67 percent in 1992 to 83 percent in 2000, dropping somewhat to
81 percent in 2001 (Chart L-1). Single mothers’ employment rates, once
below those of married mothers, now exceed those of their married
counterparts (Chart L-5). Employment gains have been greatest for single
mothers with children under age 3 (Chart L-5).

—  The percentage of single mothers who received cash welfare, based on CPS
data, shrank from 35 percent in 1993 to 11 percent in 2001
(Chart L-1).

—  The percentage of poor single mothers (on the basis of pretransfer income)
who reported receiving cash welfare declined from 63 percent in 1993 to 25



L-5

percent in 2001 (Chart L-3). Declines occurred even among those with very
low pretransfer income (e.g., below 25 percent of poverty)
(Chart L-4).

The percentage of single mothers who were poor based on money income,
after cash transfers (the official poverty measure), declined from
45 percent in 1993 to 32 percent in 2001 (Chart L-1 and Chart L-7). If in-
kind food assistance and the EIC (net of taxes) were counted as income, the
poverty rate would have dropped from 41 percent in 1993 to
26 percent in 2001 (Chart L-7).

1997 marked a transition year in which, for the first time over the period
examined, the share of poor single mothers who worked during the year
exceeded those who received welfare (Chart L-6).

Average total income of poorest single mothers (mothers in the bottom
income quintile) has yet to reach its 1994 peak-level (Chart L-9). Growth
in net earnings and EIC transfers since 1994 ($1,760) have not been
sufficient to offset concurrent losses in cash welfare and food stamps over
the period (-$2,981), resulting in lower net income in 2001 ($6,960) than in
1994 (§7,602).

However, among single mothers in the second lowest income quintile, gains
in earnings and the EIC have more than offset declines in cash welfare and
food stamps, resulting in higher average total income in 2000 ($17,789)
than at any time during the preceding 13 years for this subset of the
population (Chart L-10). Average total income for this group fell somewhat
in 2001, to $17,324.

Single-mother families appear better off when compared on the basis of
their reported consumption expenditures than when compared on the basis
of their reported incomes. Among single-mother families overall,
36.1 percent were considered poor in 2001 based on their incomes reported
on the CEX, whereas 26.7 percent were considered poor based on their
level of consumption expenditures relative to the poverty income threshold.
Under both measures, single-mother families appear to be economically
better off in 2001 than in 1994 (Table L-1). Consumption expenditure data
suggest that in spite of declining welfare receipt the poorest one-fifth
(bottom quintile) of single-mother families maintained their level of
consumption over the 1994-2000 period, and had somewhat higher
consumption levels in 2001 when compared to 1994, even after counting
increased work-related expenses (transportation, child care, payroll taxes)
over the period (Table L-2).
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CHART L-1 -- WELFARE, WORK AND POVERTY STATUS AMONG
SINGLE MOTHERS, 1987-2001
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r Revised estimates based on expanded CPS sample and 2000 decennial census derived weights.
Source: Prepared by the Congressional Research Service. Based on analysis of U.S. Census
Bureau March 1988-2002 Current Population Survey data.

CASH WELFARE RECEIPT

CPS data show an increase in cash welfare receipt (AFDC, TANF, or
other assistance) among single mothers during the late 1980s and early 1990s
and a decrease in the mid-to-late 1990s that corresponds to the caseload rise and
fall documented by administrative data. Chart L-2 shows that the total number
of single mothers increased from 8.4 million in 1989, to about 9.9 million in
1993, an increase of 1.5 million, or 17 percent. Since 1993, the number of
single mothers has remained fairly stable, between 9.7 and 10.1 million, but the
number of single mothers receiving cash welfare has fallen each year.
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CHART L-2 -- SINGLE MOTHERS: POVERTY AND CASH
WELFARE RECEIPT, 1987-2001
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r Revised estimates based on expanded CPS sample and 2000 decennial census derived weights.
Source: Prepared by the Congressional Research Service.  Based on analysis of U.S.
Census Bureau March 1988-2002 Current Population Survey data.

The number of single mothers in families receiving cash welfare increased
from 2.5 million in 1989, to 3.4 million in 1993, an increase of 900,000, or 36
percent over the 4-year period. Since 1993, the number of single mothers
reporting cash welfare has fallen to 1.1 million (a 69 percent decline). Over the
same period, the number of poor single mothers who reported receiving no cash
welfare increased by 532,000, from 1.7 million in 1993 to 2.5 million in 2001
(the middle shaded area shown in Chart L-2).

Chart L-3 shows that cash welfare recipiency rates among single mothers
overall, and among poor single mothers based on their pretransfer income (cash
income excluding cash welfare), remained fairly steady during the 1987-93
period, but have fallen considerably since. Among single mothers who were
poor based on their pretransfer cash income, the share who received cash
welfare held relatively steady, around 63 percent, over the 1987-93 period. As
the chart shows, the likelihood of cash welfare receipt has decreased since 1993
among this population. In 1993, the cash welfare recipiency rate among single
mothers with pretransfer income below poverty was 63 percent; by 2001, it had
fallen to 25 percent.
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CHART L-3 -- SINGLE MOTHERS: CASH WELFARE RECIPIENCY
RATES, 1987-2001
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r Revised estimates based on expanded CPS sample and 2000 decennial census derived weights.
Source: Prepared by the Congressional Research Service. Based on analysis of U.S. Census Bureau
March 1988-2002 Current Population Survey data.

Chart L-4 shows cash welfare recipiency rates based on families'
pretransfer (i.e., precash welfare) income relative to poverty. The top line of the
chart depicts the share of single mothers without other income who reported
receiving cash welfare. The line shows that nearly 90 percent of single mothers
with no pretransfer income reported receiving cash assistance in the years 1987
to 1990. However, since 1990, the reported rate of cash welfare recipiency for
this group has continuously declined, to 77 percent in 1996, and to 35 percent by
2001.  Similarly, for families with very low pretransfer income (below 25
percent of poverty), and for families with pretransfer incomes between 25 and
50 percent of poverty, cash welfare recipiency also shows dramatic declines: for
the former group from 72 percent in 1996 to 33 percent in 2001, and for the
latter group from 60 percent in 1995 to 31 percent in 2001.
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CHART L-4 -- CASH WELFARE RECIPIENCY RATES AMONG
SINGLE-MOTHER FAMILIES BY PRETRANSFER INCOME POVERTY
STATUS, 1987-2001
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r Revised estimates based on expanded CPS sample and 2000 decennial census derived weights.
Source: Prepared by the Congressional Research Service. Based on analysis of U.S. Census Bureau
March 1988-2002 Current Population Survey data.

Likewise, food stamp recipiency rates among low-income households also have
fallen considerably since 1994. In 1994, 71 percent of single-mother families
with household income below 130 percent of poverty (the Food Stamp
Program's gross income qualifying limit) reported receiving food stamp benefits;
by 2000, the share fell to 50 percent, where it has since remained. Among those
with household incomes below 50 percent of the low-household income
threshold, in 1994, 80 percent reported food stamp receipt; in 2001, 61 percent
reported food stamp receipt.

RATES OF EMPLOYMENT

While welfare receipt has declined, dramatic gains in single mothers'
employment have occurred since 1993. Chart L-5 shows employment rates of
single and married mothers by age of youngest child in March, from 1988 to
2002. The chart shows single mothers’ employment rates, once lower than those
of married mothers, now exceed those of their married counterparts.
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CHART L-5--EMPLOYMENT RATES OF SINGLE AND MARRIED
MOTHERS, BY AGE OF YOUNGEST CHILD, MARCH 1988-MARCH 2002
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Source: Prepared by the Congressional Research Service. Based on analysis of U.S. Census
Bureau March 1988-2002 Current Population Survey data.

The increase in employment among single mothers with very young
children (under age 3) has been most dramatic. Their employment rate
increased from a recent low of 35.1 percent in March 1993 (18.1 percentage
points below the rate for married mothers) to a high of 59.1 percent in March
2000 (exceeding the rate for their married counterparts by 2.3 percentage
points). Their employment rate has dropped slightly since, to 57.9 percent in
2002. Single mothers with a youngest child age 3-5 also experienced marked
employment gains over the mid-to-late 1990s. Their employment rate grew
from a recent low of 54.1 percent in March 1992, to a high of 74.4 percent by
March 2000, a 20.3 percentage point increase, surpassing that of their married
counterparts by 9.7 percentage points. Single mothers whose youngest child
was of school age (age 6-17) have had employment rates slightly above those of
their married counterparts since 1988.

The healthy economy during much of the 1990s, combined with a
transformed welfare system, improvements in the EIC, and increases in the
minimum wage, are among the factors thought to have encouraged work among
single mothers in recent years. TANF, and the AFDC waivers that preceded it,
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transformed cash assistance from a needs-based entitlement to a program of
temporary assistance by encouraging work and personal responsibility.
Imposition of work requirements, time limits, and sanctions and, in some States,
more generous earnings disregards, all serve to encourage work either in lieu of
welfare or for a temporary period, in conjunction with welfare. The EIC, which
is conditioned on earnings, is thought to encourage work among most groups,
especially single parents who were not working or who were marginally
attached to the labor market. Increases in the EIC, passed by Congress in 1993
and phased in between 1994 and 1996, have increased the financial incentive for
many single mothers to work. Other factors, such as increased funding for child
care subsidies, also may have contributed to making work possible for more
single mothers.

WORK AND WELFARE AMONG POOR SINGLE MOTHERS

As shown in the previous section, poor single mothers are less likely to be
receiving cash welfare than in previous years. Likewise, like all single mothers,
poor single mothers are now more likely to be working. Changes in poor
mothers' participation in work and welfare first became evident in the
early-to-mid 1990s, with rates of welfare receipt declining after 1993, and rates
of employment increasing after 1992 (see Chart L-6, top 2 lines). A crossover
point was reached by 1996, after which time the chances that a poor single
mother would be working exceeds the chances that she would be receiving
welfare.

Chart L-6 shows that the share of poor single mothers who received cash
welfare at any time during the year fell from about 60 percent in the 1987-93
period, to about 23 percent in 2001. The rate of decline in welfare receipt
among poor single mothers has been greatest since 1996, a period coinciding
with the passage and implementation of national welfare reform legislation.
Similarly, the share of poor single mothers who were working at any time during
the year increased from 44 percent in 1992, to a peak of 64 percent in 1999, but
has fallen since, to about 59 percent in 2001.

The share of poor single mothers who relied on cash welfare without
working dropped from a peak of 43 percent in 1991, to about 13 percent in 2001
(an over two-thirds drop from the 1991 rate). The share of poor single mothers
who worked without relying on cash welfare has increased from a recent low of
about 25 percent in 1993, to 48 percent in 2001 (nearly double the 1993 rate).
The share of poor single mothers who combined work and welfare over the year
had remained relatively constant, around 20 percent, until dropping to 14
percent in 2000 and 10 percent in 2001.

The share of poor single mothers who reported that they neither worked
nor received cash welfare during the year (the dashed line in Chart L-6) has
increased from a low of about 13 percent in 1991 to a high of about 29 percent
in 2001. This surprising combination may reflect a mix of circumstances,
including income or support from other sources such as family members,
support from unrelated household members (which is not included in the official



L-12

poverty measure), and other means of support from outside the household not
counted on the CPS. It also may reflect income reporting problems on the CPS,
especially with regard to welfare income.' Finally, welfare sanction and
diversion policies may have contributed to the increased number of poor
mothers neither working nor receiving welfare.

CHART L-6 -- POOR SINGLE MOTHERS: WORK AND WELFARE
STATUS DURING THE YEAR, 1987-2001
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r Revised estimates based on expanded CPS sample and 2000 decennial census derived weights.
Source: Prepared by the Congressional Research Service. Based on analysis of U.S. Census
Bureau March 1988-2002 Current Population Survey data.

EFFECTS OF EARNINGS, TRANSFERS, AND TAXES ON SINGLE
MOTHER’S POVERTY

As shown in Chart L-1, single mothers' poverty status has improved since

' A comparison of AFDC/TANF administrative statistics and CPS-estimated caseload counts
suggests that the CPS undercounts actual cases, and that the CPS undercount has worsened in recent
years. From 1987 to 1991, the CPS accounted for roughly 80 percent of the AFDC administrative
caseload count, but by 2001 the CPS was capturing only about 60 percent. Worsened reporting of
cash welfare on the CPS makes it difficult to gauge how much of the drop in welfare receipt among
single mothers represents eligible families who do not receive assistance, rather than families who
do not report actual welfare aid on the CPS. To at least some extent, the declining welfare
recipiency rates discussed in this section are likely due to increased underreporting of cash welfare
on the CPS. See Bavier (2000) for a detailed discussion of cash welfare underreporting on the CPS
and other surveys.
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1993. Changes in the economy and changes in welfare policy and other
programs, such as the EIC, have both direct and indirect effects on poverty.
However, the official U.S. poverty measure counts only family cash income
(excluding capital gains and lump-sum or one-time payments) against a family's
poverty threshold, which varies by family size and composition, to determine
whether a family is counted as poor. The definition does not include the value
of in-kind benefits, such as food stamps, school lunches, or public housing
subsidies, nor does it include the effects of taxes or tax credits such as the EIC.
Inclusion of in-kind benefits and the EIC provides a more comprehensive
income definition than the official definition. Additionally, other unrelated
household members may contribute to the family's economic well-being, but
determining the extent to which resources are shared among unrelated household
members is often difficult.

Chart L-7 shows the effects of income from these other sources on poverty
among all single mothers. Components of family income are sequentially added
and measured against families' poverty thresholds, as one moves from the top
line of the chart to subsequent lines below:

CHART L-7 -- EFFECTS OF EARNINGS, TRANSFERS, AND TAXES ON
FAMILY POVERTY AND HOUSEHOLD LOW-INCOME STATUS ON
SINGLE MOTHERS, 1987-2001
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r Revised estimates based on expanded CPS sample and 2000 decennial census derived weights.
Source: Prepared by the Congressional Research Service. Based on analysis of U.S. Census Bureau
March 1988-2002 Current Population Survey data.
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--Line 1: The top line shows the percent of single mothers who would
be counted as poor if only family earnings were counted against the
poverty line.
--Line 2: The second line down includes other sources of cash income,
in addition to earnings that were already counted above. However, this
line does not include cash welfare.
--Line 3: The third line down adds cash welfare to the other sources
already mentioned, and with those sources, represents the income
definition used in the official poverty measure.
--Line 4: The fourth line down shows the value of in-kind food
assistance (i.e., food stamps, free and reduced price school lunches,
Special Supplemental Nutrition Program for Women, Infants, and
Children (WIC) payments) when added to cash income and compared
to the family poverty threshold.
--Line 5: The fifth line down shows the effect of adding the value of the
EIC, less Federal and State income taxes and payroll taxes, to line 4.
--Line 6: The bottom (dashed) line shows the effects of counting all
income in the household in which the single mother lives, not just that
of her own family, and comparing it to an unofficial “household low-
income threshold.” The household low-income threshold used here
applies family poverty income thresholds, which are based on family
size and composition, to households, based on household size and
composition. It must be noted that official poverty measurement is
based on a family concept, which assumes that family members share
income and economies of scale that result from shared living
arrangements. It is generally agreed among researchers that
assumptions regarding income sharing and shared economies of scale
among related family members, who have ties based on blood,
marriage, and adoption, do not apply to the same extent among
unrelated household members. Consequently, these estimates of
household low-income status likely overstate the effect of household
income on reducing poverty among families headed by single mothers.
In viewing Chart L-7, note that the trend in earnings is the principal factor
affecting the declining trend in poverty, whereas the other income sources, with
the exception of the EIC, affect the level of poverty, more than its trend
overtime. Evidence of this effect is that most lines in the chart, with the
exception of the EIC, roughly run parallel to the ones above.

Effect of earnings and other nonwelfare cash income on poverty

Chart L-7 shows that between 1993 and 2000, single mothers' poverty,
based on family earnings alone, fell from 56.2 percent to 40.8 percent (line 1).
In 2001, their “earned-income poverty rate” increased to 41.9 percent,
presumably due to the effects of the economic recession. Adding other cash
income, except cash welfare, to family earnings (line 2), reduces poverty in
1993 from 56.2 percent (line 1) to 47.4 percent (line 2), and in 2001 from 41.9
percent to 33.3 percent.
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Effect of cash welfare on poverty

When added to other income, cash welfare benefits have only a small
impact on the poverty rate, as these benefits generally are not sufficient, even
when combined with other cash income, to lift families above the Federal
poverty threshold. As shown by Table 7-16 (breakeven points) in section 7, in
all but nine States, Temporary Assistance for Needy Families (TANF) families
that go to work lose eligibility for benefits before earnings reach the poverty
line, usually long before. Consequently, cash welfare benefits have little impact
on the poverty rate. The addition of cash welfare (line 3, representing the
official income definition for measuring poverty) reduces poverty only slightly,
from 47.4 percent (line 2) to 45.2 percent (line 3) in 1993, and from 33.3 percent
to 32.4 percent in 2001. Nonetheless, cash welfare benefits can have a
significant impact on the level of poor families' incomes, affecting the degree to
which their incomes fall below the poverty income standard. This impact is not
captured by changes in the poverty rate.

Effect of in-kind food assistance on poverty

The fourth line from the top in Chart L-7 shows the effect on the poverty
rate of single mothers by counting government food assistance, in the form of
food stamp benefits and school lunch benefits and WIC payments. The line
shows that food assistance reduces the poverty rate of single mothers from about
2-3 percentage points over the period. The antipoverty effectiveness of food
assistance seems to have lessened somewhat in recent years. In 1995, food
assistance reduced the poverty rate from 40.2 percent (its official measure) to
36.9 percent, a 3.3 percentage point (8.1 percent) reduction in poverty. In 2001,
food assistance reduced the poverty rate from its official rate of 32.4 percent, to
30.9 percent, a 1.5 percentage point (5.6 percent) reduction.

Effect of EIC and taxes on poverty

As noted above, the net effect of the EIC (after counting the effect of
reductions in income from Federal and State income taxes and FICA taxes) (line
5), when added to total family cash income and food assistance (line 4), causes a
divergence in trend from the lines above. This is especially notable after 1993.
A major expansion of the EIC, passed by Congress in 1993 and phased in
between 1994 and 1996, increased the amount of the EIC work bonus families
might receive. The antipoverty effectiveness of the EIC was approximately
three times greater in 1998 than in 1993. In 1993, the EIC reduced the poverty
rate (counting food assistance) among single mothers from 42.7 percent (line 4),
to 40.7 percent (line 5), a 2.0 percentage point (4.6 percent) reduction. In 2001,
the EIC reduced poverty from 30.9 percent to 26.2 percent, a 4.7 percentage
point (15.2 percent) reduction.”

As receipt of the EIC is conditioned on earnings, the growing impact of
the EIC in part reflects the rise in work rates among single mothers. Among

2Note that the value of the EIC on the CPS is based on U.S.Census Bureau imputations, rather than
actual reported tax credits. Also, the EIC is different than most sources of income, as most families
receive the EIC as a lump-sum refund
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those who are working and poor (before counting the EIC), the EIC helps lift the
income of some above the poverty line. Although the EIC expansion provided
additional income to low-income families who already were working, it also
may have helped induce increased employment among family heads with low to
moderate earnings potential, and thus contributed to the decline in “earned-
income poverty” that has occurred since 1993 (shown as the top line in the
chart).

Note too, that to the extent that changes in cash welfare programs in recent
years have encouraged work, these changes may have had an indirect effect on
poverty by increasing earnings and, through earnings, making the EIC available
to a greater number of families.

Effect of all household income on poverty

The household low-income line (bottom line) shows that if all household
members' income were shared equally among household members, the poverty
rate among single mothers would drop by at most 3-4 percentage points over the
1987-2001 period. Adding other members' household income, and counting
them as though they were family members who shared income equally, reduced
the post-in-kind transfer, posttax, poverty rate in 1993 from 40.7 percent (line 5)
to 36.8 percent (line 6); in 2001 the post-in-kind transfer, posttax, poverty rate
would have dropped from 26.2 percent to 22.5 percent. Again, this is most
likely an overstatement of the possible effect that shared household living
arrangements might have on single mothers' poverty status, because of
uncertainty about the extent to which such income is actually shared.

EARNINGS-POOR SINGLE MOTHERS AFTER TAXES AND TRANSFERS

This section focuses specifically on single mothers with family incomes
below poverty, based on family earnings alone, to gauge the effects of other
income, transfers, and taxes over time. This group, shown in the top line in
Chart L-7 for the 1987-2001 period, accounted for between 56 and 41 percent of
single mothers over the period depicted. Chart L-8 shows their distribution,
relative to the poverty threshold, after cash income from all sources, in-kind
food assistance, and taxes (including the EIC) is taken into account. Unlike
Chart L-7 above, which simply measured whether income was below poverty,
Chart L-8 examines the degree of poverty after taxes and transfers, for families
defined as poor based on family earnings alone. The chart includes families
with no earnings, as well as those who have earnings but whose earnings fall
below poverty.

Chart L-8 shows that while the majority of “earnings-poor" single
mothers have seen improvements in income relative to poverty since 1991, the
improvement occurred mostly in 1994 and 1995. Since 1995, the bottom 50
percent of these single mothers have seen no improvement in their income
relative to poverty, and the bottom 20 percent have actually seen declines in
their income status relative to poverty since 1996.

Chart L-8 shows, for example, that over the 1987-2001 period, the top 20
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percent of single mothers who were poor based on earnings alone had income
from other sources that helped bring their families' incomes above the poverty
line. Over the period, these families became somewhat more economically
secure: in 1987, the top 20 percent of earnings-poor mothers had a net in-kind
aftertax income that was 5 percent or more above the poverty line. Since 1995,
the top 20 percent of earnings-poor single mothers had net income that was 20
percent or more above poverty. The chart shows strong net income gains
relative to poverty among earnings-poor single mothers over the 1993-95 period,
but little or no progress afterwards. After 1996, those in the bottom 20 percent
show a decline in their level of income security, with net income relative falling
from 52 percent of poverty in 1996, to 39 percent of poverty in 2001.

CHART L-8 -- POSTTAX POST-IN-KIND TRANSFER INCOME AS A
PERCENT OF POVERTY AMONG SINGLE MOTHERS CONSIDERED
POOR BASED ON FAMILY EARNINGS ALONE, 1987-2001
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INCOME SOURCES AMONG POOREST SINGLE MOTHERS’

The composition and level of income among the poorest single-mother
families has changed markedly in recent years, reflecting increased earnings
supplemented by increased earned income credits (EIC) and reductions in cash
welfare and food stamps. For single mothers in the bottom fifth (bottom
quintile), increased earnings and EIC have not been sufficient in recent years to
offset losses in cash welfare and food stamps, resulting in reduced income since
1996. Families in the bottom 20-40 percent (second quintile) also received less
cash welfare and food stamps in recent years, but since 1998, increased earnings
supplemented by the EIC have more than offset these losses.

Charts L-9 and L-10 examine sources of income among the bottom
quintile (bottom 20 percent) and the second lowest quintile (bottom 20-40
percent) of single-mother families, respectively, based on their pretax cash
income relative to poverty. The charts show the average annual income, in 2001
dollars, from the following sources: cash public assistance (Aid to Families with
Dependent Children (AFDC), TANF, and general assistance); Supplemental
Security Income (SSI); food stamps (market value); child support and alimony;
other cash income other than earnings; net earnings (earnings net of the
employee share of FICA payroll taxes and any Federal or State income taxes);
and the EIC. The employee share of FICA payroll taxes, and any Federal or
State income tax payments are also shown as negative values. Note that these
estimates are based on year-to-year income comparisons of cross-sectional
survey data, rather than a comparison of incomes for the same families over
time.

Chart L-9 shows declining reliance on cash welfare and food stamps since
1994, and increased reliance on earnings, supplemented by the EIC, among
families headed by single mothers in the bottom income quintile. However,
earnings gains, even when supplemented by the EIC, have not been sufficient to
offset the losses in income from cash welfare and food stamps since 1994. In
2000, increased earnings and EIC helped to raise average total income of single
mother families in the bottom income quintile to $7,384, still short of total
family income for this group of $7,602 in 1994. Total income of mothers in the
bottom quintile fell from 2000 to 2001 to $6,960, due to reductions in earnings
and EIC as well as most other income sources. Increased food stamp benefits
helped offset these losses somewhat.

Average cash welfare and food stamp benefits reported by single mothers
in the bottom quintile have fallen since 1994. In 1994, combined average
AFDC and General Assistance benefits were $2,701 for this population; by 2001
combined TANF and General Assistance had fallen to $815, 30 percent of their
1994 value. Similarly, in 1994, average food stamp benefits amounted to
$2,632; by 2001 they had fallen to $1,537, 58 percent of their 1994 value. In
spite of increased earnings, supplemented by increased EIC benefits, earnings

? In addition to the analysis which follows, see: Primus et al. (1999); Bavier (1999); and Haskins
(2001) for other research discussing recent declines in income among the poorest families.
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gains have been insufficient to offset reductions in cash welfare and food stamp
aid that have occurred since 1994.

CHART L-9 -- BOTTOM QUINTILE OF SINGLE-MOTHER FAMILIES:
AVERAGE ANNUAL INCOME BY SOURCE, 1987-2001 (IN 2001
DOLLARS)
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The growing importance of the EIC as an earnings supplement can be
illustrated by comparing the average EIC as a share of average earnings shown
in Chart L-9. Legislative expansions to the EITC in 1990 (phased in between
1991 and 1992) and in 1993 (phased in from 1994 through 1996) expanded the
credit’s “work bonus” to families with children, amounting to a supplement of as
much as 40 cents on each dollar earned. In 1990, the average EIC depicted in
Chart L-9 amounted to about 13 percent of average earnings of mothers in the
bottom income quintile. By 1993, the EIC “work bonus” increased to 18
percent of earnings, and then doubled to 37 percent of earnings by 1996, once
legislative expansions had completely phased in. In 2001, the average EIC
($819) received by families headed by single mothers in the bottom income
quintile about equaled the average cash assistance ($815) families in this income
category received. In addition to providing needed income to low-income
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working families, the EIC has also likely encouraged work and increased
earnings.

Chart L-10 is similar to Chart L-9, but shows average income by source
for the second quintile of single-mother families, ranked by their income relative
to poverty. Chart L-10 shows comparatively large gains in average total income
from 1993 to 1995, due largely to increased earnings and EIC. Over this short
period average total net income increased from $12,382 to $15,681, a gain of
nearly 27 percent. With the exception of 1996 and 2001, average earnings for
single mothers in the second quintile have grown each year since 1993.

CHART L-10 -- SECOND QUINTILE OF SINGLE-MOTHER FAMILIES:
AVERAGE ANNUAL INCOME BY SOURCE, 1987-2001
(IN 2001 DOLLARS)
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Average total income among single mothers in the second quintile
reached its highest level over the 15-year period examined in 2000. Average
total income of mothers in the second income quintile fell somewhat in 2001, as
a result of declines in earnings and the EIC, brought about, most likely, by the
recession. In 2000, the peak-income year, earnings in combination with the EIC
more than offset the loss in combined cash assistance and food stamps that



L-21

occurred over the 1995 to 2000 period. Over the period, the gain in average net
earnings, in combination with EIC ($5,358), more than offset the $3,092 loss in
combined cash assistance and food stamps. By 2000, average net earnings
($10,625) accounted for 60 percent of these families’ incomes ($17,789) and
cash assistance ($649) accounted for just under 4 percent. In contrast, in 1987,
earnings accounted for about 28 percent of this group’s income ($3,654 in
earnings out of a total net income of $13,052) and cash assistance ($4,517)
comprised about 35 percent. In 2000, average total income for families in the
second quintile ($17,789) was 36 percent above that in 1987 ($13,052).

CONSUMPTION EXPENDITURES

Though annual income information is the basis of most official measures
of economic well-being (e.g., poverty statistics), it suffers some drawbacks.
Income during any one period imperfectly measures the value of goods and
services a family can consume, since families may liquidate savings, borrow
money, or access some other sources of funds. This section presents
information on consumer expenditures from the U.S. Bureau of Labor Statistics
Consumer Expenditure Survey (CEX), as a complement to the preceding
analysis of income data from the Current Population Survey (CPS).
Consumption data are derived from the CEX, which has a relatively small
sample size of approximately 7,500 households, interviewed quarterly,
compared to the annual demographic survey of the CPS, which has an annual
sample of nearly 100,000 households interviewed in March 2002. Families
headed by single mothers amount to approximately 1,500 respondents
accumulated over 4 quarters of the 2001 CEX and 8,700 on the March 2002
CPS. The small CEX sample size, relative to the CPS, means that data from the
CPS are likely to be statistically more reliable, and large year-to-year differences
are required for changes estimated from the CEX to meet standard tests of
statistical significance. In the CEX tables that follow, values that statistically
differ from their 1994 estimates at the 90 percent statistical confidence level are
noted. All dollar amounts are shown in 2001, inflation-adjusted, constant
dollars.

Single mothers income and consumption levels

Table L-1 summarizes information on income, consumption expenditures,
welfare receipt, and work for single-mother families from 1994 to 2001. The
table shows, for example, that median after-tax income of these families
(including the value of food stamps), increased from $16,578 in 1994 to $19,651
in 2001, or 18.5 percent. The table shows lower rates of income poverty among
single-mother families in later years than in earlier years, as their estimated
poverty rates in 1998, 2000 and 2001 are statistically lower than in 1994.
According to the CEX data, 36.1 percent of single-mother families were poor in
2001, compared to 45.2 percent in 1994, based on their after-tax cash income
and food stamps, about a 20 percent decline. Income-based poverty measures
on the CEX generally tend to be higher than those derived from the CPS, most
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likely due to the poorer accounting of income on the CEX than on the CPS
(discussed further below). Nonetheless, the CEX income poverty rate trend is
similar to the CPS-based poverty trend shown earlier, which fell by 22 percent
over the same period.

The CEX data, like the CPS data depicted earlier, show declining rates of
cash welfare (in 2001, down 67 percent from 1994 levels) and food stamp
receipt (in 2001, down 46 percent from 1994) among single-mother families, as
well as an increasing probability of having earned income (up 21 percent in
2001, compared to 1994) over the period.

Table L-1 shows overall consumption expenditures for single-mother
families but also divides consumption expenditures into: (1) a category that
explicitly includes spending on items commonly associated with work
(transportation, child care, and retirement contributions including the employee
share of Social Security payroll taxes); and (2) all other expenditures (including
expenditures to meet basic needs, such as food and shelter). As shown in the
table, some of the increase in overall consumption expenditures is attributable to
increased work-related expenses. Median work-related expenses among single-
mother families are statistically higher in all years since 1997, compared to
1994, whereas other consumption expenditures are statistically higher only in
2000, when compared to 1994. The increase in work-related expenses is
consistent with other trends in the table, such as declining welfare receipt and
increased work among single-mother families.

The table shows that median consumption expenditures reported on the
CEX tend to be somewhat higher than median income over the period examined.
For example, in 2001, median consumption expenditures of single-mother
families amounted to $21,303, compared to median after-tax income of $19,651.
The median ratio of consumption to income among single-mother families
ranged from between 1.07 (2001) and 1.22 (1997) over the period depicted in
the table.

Single-mother families appear less likely to be poor based on their
spending than based on their income. For example, in 2001, 36.1 percent of
single-mother families appeared to be poor based on their income, whereas 26.7
percent appeared to be poor based on their spending. Table L-1 shows that
poverty based on single mother-families’ spending was statistically lower in all
years (except for 1998) since 1997, when compared to 1994 levels.

The table shows that in spite of increased likelihood of single-mother
families’ working in more recent than in past years, the percent of families with
child care expenses has not differed from 1994 levels, with the exception of
2001. In 2001, 18.9 percent of single-mother families reported having child care
expenses, compared to 25.7 percent in 1994. Among families with child care
expenses, at the median those expenses amounted to between 7.8 percent and
10.4 percent of family after-tax income over the period.

Income and consumption expenditures for the poorest families
Analyses of national income surveys (for example, the CPS) have shown
that income growth among the poorest single mothers stagnated after 1994. The
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CEX also shows that income of the poorest one-fifth of single mothers has not
grown since 1994; the data indicate that poorest single mother families’ incomes
were actually below their 1994 levels in 1998 and 1999, when compared on a
price-adjusted basis, and below their 1994 level from 1996 through 1999, when
compared on an income relative to needs basis (see Table L-2). When compared
on the basis of consumption, poorest single mother families appear better off
than when compared on the basis of their income. Yet, with the exception of
2001, consumption expenditures on a price-adjusted basis have not differed
significantly from their 1994 levels for these families. Unlike the income data,
which showed a decline in the poorest single mothers’ incomes in some years,
compared to 1994, the consumption expenditure data suggest that these poorest
families at least maintained consumption levels attained in 1994, measured
either on a price-adjusted dollar basis or on a consumption to needs basis, and in
2001 exceeded 1994 consumption levels. It should be noted that even though
the consumption expenditure data suggests a more favorable picture for single
mother families than does income data, only in 2001 have consumption
expenditures exceeded 1994 levels. Additionally, these families’ consumption
levels fall short of meeting basic needs, as measured against the poverty
standard (i.e., consumption expenditures to needs ratio). The median
consumption to needs ratio for these families ranged from a low of 0.76 in 1994
to a high of 0.87 in 2001.

A note on income and consumption patterns
Data from the CEX show that consumption expenditures among single
mother families tend to exceed their reported income. This is especially true
among the poorest families, for whom median consumption expenditures ranged
from 1.8 to 2.5 times families’ reported incomes. These observed differences in
consumption, relative to income, appear not just among single mother families,
depicted in this analysis, but among families generally on the CEX who are in
the bottom two-thirds of the income distribution (Rogers and Gray, 1994).
There are several possible explanations for the gap between consumption and
income seen on the CEX:
1. Income on the CEX, as with most surveys, tends to be underreported.
The CEX does a much better job at measuring consumption than
income. Consumption expenditures are recorded by quarterly interview
for each month in the quarter and by use of weekly expenditure diaries.
In contrast, CEX sample households are asked to report income
information by recounting income received over the prior 12 months.
Besides being prone to error in accounting, income received over the
prior 12 months may not accurately reflect current income. Families
appearing at the bottom of the income distribution especially may be
comprised of families for whom income underreporting is an issue, thus
in part accounting for their appearance in the bottom of the income
distribution. The analysis in this section has been restricted to families
who provided responses to major income sources on the CEX. These
families are referred to as “complete income reporters.” However,
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even among these families, income from all sources may not be
accounted for fully. Very-low income single mothers may use a variety
of survival strategies to make ends meet, such as network-based or
agency-based support, unreported work and work in the underground
economy, and cash contributions from families, friends, boyfriends, or
former spouses who live elsewhere (Edin and Lein 1997). These types
of “income” are unlikely to be reported as income on household
surveys.

2.Some who have low incomes are temporarily poor. For those families
that are experiencing a temporary dip in income, with savings
withdraws can finance consumption expenditures that exceed income.
However, it is unlikely that most families who are identified as
“income poor” have substantial assets/savings upon which they can
draw to fund current consumption.

3.Some low-income people might access credit markets to pay for
spending that exceeds income. Poor families increased their credit card
debt in the early-to-mid 1990s (Bird et al., 1999) to a greater extent
than other families. If this trend continued into the later 1990s, it could
account for some of the growing gap in spending and income among
the low-income populations. To the extent which the poor are funding
current consumption by increasing debt, consumption data may
overstate the true level of economic well-being.

EXAMINATIONS OF FAMILIES THAT EXITED THE WELFARE
SYSTEM: THE WELFARE LEAVERS

The previous section examined how single mothers on the whole are
faring. This section turns to how families who were once on welfare and left the
rolls, commonly referred to as “welfare leavers,” fare. (See Section 7, TANF,
for information about those who are on the rolls.) Since the mid-1990s, many
States have conducted studies of welfare leavers, capturing information about
employment, earnings, and receipt of government benefits for those who leave
the welfare rolls. These studies have varied a great deal, in terms of their
methods, populations examined, and so on, and have been reviewed elsewhere
(including the 2000 edition of the Green Book). = Though these studies have
provided a relatively consistent picture of how welfare leavers fare, making
inferences from them is hampered by differences in their methods and data.
Using funding from the special welfare outcomes appropriations, HHS provided
grants to 15 States and localities to conduct a series of leaver studies with more
consistent methods and data. The HHS leaver studies generally confirmed what
had been found in the State-developed leaver studies:



TABLE L-1 -- INCOME, CONSUMPTION EXPENDITURES, WELFARE RECEIPT, AND WORK EXPERIENCE OF
SINGLE-MOTHER FAMILIES, 1994-2001
[In constant 2001 dollars]

Year Percentage
Category change
1994 1995 1996 1997 1998 1999 2000 2001 1994 to 2001
After-tax income (median amount) $16,578 $16,068 $16,021 $17.646 $18,750 $17,819 $18,956' $19,651' 18.5
Consumption expenditures