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Abstract

Welfare reform has made receipt of cash benefits more difficult and less attractive for single
mothers. We examine whether reforms of AFDC affected caseloads of another program -
Supplemental Security Income (SSI). We exploit state variation in welfare reform over time, and find
that female-headed households in states aggressively pursuing welfare reform were 21.6 percent more
likely to receive SSI. Thisimplies that a decrease in caseloads in one program cannot be interpreted
as an equal-szed decrease in the number of families receiving public assistance. In addition, our
results have policy implications for the well-being of families affected by welfare reform time limits.

" Weare grateful to Rebecca Blank, John Bound, Laura Chadwick, Julie Cullen, George Fulton, Emma
Hutchinson, Mark Long, Pamela L oprest, Gordon Mermin, David Wittenburg, and participants in the Michigan
Public Finance Lunch for helpful comments on earlier versions of this paper. All errors and omissions are our
own. Corresponding Author: Purvi Sevak. Through July 30, 2002: Institute for Social Research, 426
Thompson St, #3051, University of Michigan, Ann Arbor, M1 48106; Phone: (734) 763-7477; Fax: (734) 647-
1186; Email: psevak@umich.edu. Asof August 1, 2002: Department of Economics, Hunter College, 695 Park
Avenue, New York, NY, 10021.




|. Introduction

Efforts at welfare reform over the past decade, including the imposition of work
requirements, sanctions for noncompliance, and time limits, have made receipt of welfare
benefits both more difficult and less attractive for single mothers and their children. During
the mid- to late- 1990s, caseloads in the Aid to Families with Dependent Children (AFDC)
program declined rapidly, asillustrated in Figure 1. Between January 1993 and January 1999,
casel oads dropped by 49 percent.’ Recent literature provides an ongoing debate over what
portion of this drop can be attributed to welfare reform versus the strong economy.?

Regardless of the causal factors behind this dramatic decrease in caseloads, it could
be misleading to interpret the reduction in AFDC casel oads as an equal-sized decrease in the
number of families receiving public assistance. The Supplemental Security Income (SSl)
Program provides means-tested income support to disabled individuals. The population
served by this program has many similaritiesto AFDC populations in terms of employment
history and educational status. Thereis also evidence of high disability rates among both
women and children in AFDC families® Thus, it is possible that some of those leaving the
AFDC rolls have ssmply moved onto SSI.

There have always existed both individual-level and state-level incentives for shifting
from AFDC to SSI. For individuals, the SSI program pays higher benefits. For states, the
SSI program is financed entirely by the federal government, as opposed to the AFDC
program, which shares costs between the state and the federal governments. However, we
might expect to see increased shifting after welfare reform. Individuals might choose to
move to SSI, which places fewer restrictions on benefit receipt. And for political reasons,
states have a greater incentive to decrease AFDC casel oads than to decrease SSI caseloads.
This type of shifting has fiscal implications for both federal and state governments. In
addition, it has implications for the well being of AFDC recipients faced with time limits or

! Passage of the Personal Responsibility and Work Opportunity Reconciliation Act in 1996 eliminated the
AFDC program and replaced it with Temporary Assistance for Needy Families (TANF). Figure 1 presents
AFDC caseloads through 1996, and TANF casel oads after that point.

2 see Blank (2001), Council of Economic Advisers (1997, 1999), Levine and Whitmore (1998), Ziliak and
Figlio (1999), and Wallace and Blank (1999).



other sanctions under welfare reform. If shifting of familiesfrom AFDC to SSI exists, the
negative effects of these time limits on women with disabilitieswill be, to some extent,
mitigated.

If such shifting is taking place, we expect to see an increase in SS| receipt among
single mother familiesin states with greater welfare reform intensity. Figure 2 plots SS|
participation rates at the national level for various demographic groups. Female-headed
househol ds experienced the largest percentage point increase in SSI participation, almost
doubling from 2.28% to 4.18% between 1990 and 1996. However, other groups experienced
increases over this period aswell. In this paper, we take a more rigorous approach to
examine whether the intensity of state welfare reform efforts prior to the passage of the
Personal Responsibility and Work Reconciliation Act (PRWORA) of 1996 is associated with
asignificant increase in SS| casel oads among families headed by a single mother.

We use repeated cross-section data from the Current Population Survey March
Supplement to examine changes in the probability that awoman or her children receive SSI.
We find that individuals from the AFDC-eligible population in states aggressively pursuing
welfare reform are 21.6 percent more likely to participate in the SSI program.

[1. Why might welfare reform affect SS| casel oads?
A public assistance program provides eligible families with some financial benefit, at

some cost of program participation. This suggests that an individual's decision to shift from
one program to another will depend on the relative benefits and costs associated with those
programs. Evenif relative benefit levels remain constant, a change in the relative cost of
participation between the two programs should lead to a shift in participation.

Two major public assistance programs for low-income individuals existed during the
1980s and 1990s. The AFDC program provided means-tested benefits to single parents and
their children. Efforts at reforming the welfare system were expanded beginning in the early

3 See Loprest and Acs (1995), and Acs and Loprest (1999).

4 Two-parent families were also eligible for AFDC benefits through the AFDC-Unemployed Parents program.
State participation in the AFDC-UP program was mandated beginning in 1990. However, AFDC-UP caseloads
and expenditures remained a small share of total caseloads and expenditures. In 1995, only 6.9% of the total
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1990s, as states were granted federal waivers to experiment with their welfare programs.?®
These waivers granted permission to incorporate time limits, work requirements, family caps,
higher earnings disregards, and stronger sanctions for noncompliance with rules. As of 1996,
31 states had been granted some type of welfare waiver. Several recent studies find evidence
that waivers played arole in decreasing AFDC casel oads over thistime period, but that the
strong economy was responsible for a greater share of the reduction.®

The Supplemental Security Income (SSI) program is a means-tested federal program
that makes monthly payments to individuals who have limited income and resourcesif they
are age 65 or older, blind or have another disability. Disabled SSI recipientsinclude both
adults who have awork-limiting disability, and children who suffer limitations that prevent
them from pursuing age-appropriate activities.

There have always been financial incentives for individuals to shift from AFDC to
SSl, asthe SSI program pays higher benefits. Toillustrate the relative incentives, consider a
single mother with one child and no earnings, living in Maryland in 1996. Asan AFDC
recipient, she received a monthly benefit of $292. If she moved to SSI, shereceived a $470
monthly federal benefit.” In addition, her child became an AFDC "child only case,"® and
received benefits of $165 per month. The total monthly benefit she would have received
under SSI was $343 higher than the benefit she received as an AFDC recipient.
Alternatively, identification of her child as disabled for SSI purposes would have generated a
similar financia gain.

However, there are costs of participating aswell. The application process for AFDC
prior to welfare reform was relatively simple, and the requirements for benefits minimal.
The application process for SSI includes atime-consuming disability determination process,

AFDC casel oad was comprised of AFDC-UP cases. These cases represented 10.1% of total AFDC
expenditures. We discuss the implications of this program for our empirical resultsin Section 1V.

® Several waivers were granted in the early 1980s, but it was not until the early to mid-1990s that the major,
statewide waiversthat are afocus of this paper were approved and implemented. See Harvey et a (2000) and
Council of Economic Advisers (CEA) (1999).

6 See Blank (2001), CEA (1997, 1999), Levine and Whitmore (1998), Ziliak and Figlio (1999), and Wallace
and Blank (1999).

7 Although the federal benefit level isfixed, states are able to provide a supplement to SSI recipients at their
discretion. Maryland does not supplement SSI benefits.



which requires medical evaluation.® Under the pre-welfare reform regime, for some
individuals, the costs of participating in SSI likely outweighed the difference in benefit
levels. However, as AFDC became increasingly restrictive, the individual calculus changed.
The lack of time limits and work requirementsin SSI shifts the relative costs of participating
in the two programs, with SSI participation becoming relatively less burdensome. In
addition, the sanctions and time limitsimposed by welfare reform imply that movement of a
child from AFDC to SSI is not as beneficial as moving the mother. If the child shifts, the
family does receive more money, but the mother is still subject to high participation costs. |If
the mother shifts, those participation costs fall.

In addition to the incentives faced by individuals, political and budgetary incentives
faced by states encouraged movement of AFDC familiesto the SSI rolls. AFDC benefits
were financed partially by the federal government and partially by the state. SSI benefits
(with the exception of optional state supplements) are financed entirely by the federal
government. There was, therefore, afiscal incentive for states to move familiesfrom AFDC
to SSI. Toillustrate the states’ incentives, consider again the state of Maryland in the year
1996. For the single mother of one, the state paid 50 percent of her monthly AFDC benefit
of $292, or $146. If the state moved her to SSI, it paid only $82.50 (50 percent of the child-
only AFDC benefit), since Maryland does not supplement SSI benefits. Aswith the
individual-level incentives, thisfinancia incentive always existed. However, with welfare
reform came increasing political pressure to reduce AFDC caseloads. Because the SSI
program was much less controversial, similar pressures to decrease SS| caseloads did not
exist.

Although incentives for both individuals and states suggest that SSI casel oads might
increase, the definition of disability for SSI eligibility appearsto be afairly objective
standard. Asaresult, the disability determination processisalso likely to constrain
movements between AFDC and SSI. Thiswould imply relative invariability of SS|
caseloads. However, there are reasons why we might expect SSI casel oads to fluctuate even

8 The number of child-only AFDC cases rose by 90 percent between 1990 and 1994 (Blank, 2001).
° For adetailed description of the disability determination process, see Lahiri et a (1995).



if objective disability conditions remain fairly constant. First, as with most public assistance
programs, SSI take-up rates are considerably less than 100 percent.!® McGarry (1996) finds
take-up rates of approximately 56% among the elderly SSI population. Thisimpliesthat SSI
participation rates could increase even if the underlying characteristics of the population
remain unchanged. Second, there is some evidence that the self-reporting of disability is
endogenous. Holding actual disability level constant, individuals may respond to changesin
the programs that provide income maintenance to the disabled.** Thus, changes in economic
circumstances or relative program incentives may result in changes in self-reported disability
rates, leading to increases in SSI participation.

In addition, there is evidence of similarities between populations receiving SSI and
AFDC. Loprest and Acs (1995) find evidence of high disability rates among AFDC
recipients. Depending on the data source, between 16.6 and 20.1 percent of women receiving
AFDC answered yesto the question, “Do you have a physical, mental, or other health
problem that limits the kind or amount of work you can do?’ Between 8.4 and 10.6 percent
of female AFDC recipients reported a serious disability preventing one or all work-related
functions. Since both AFDC and SSI are means-tested programs, recipients are also likely to
be similar with regard to other characteristics, such as education and work experience.

Perhaps due to this overlap in potential populations, research suggests that there has
been some movement of both adults and children between public assistance programs.
Bound, et. a. (1998) find that the elimination of Michigan's General Assistance (GA)
program, along with outreach efforts by state agencies, played an important role in increased
SS| applicationsin the state. Garrett and Glied (2000) find that after the Sullivan v. Zebley
Supreme Court decision liberalizing the disability standard for children, the states that had
the highest increasesin AFDC benefits showed lower increasesin SSI casel oads than other
states. Kubik finds that families eligible for more assistance from other programs are less

19 Hypotheses for this phenomenon of “non-participating eligibles’ include the stigma of receiving public
assistance, transaction costs of participation, and incomplete information about the availability of benefits. See
Moffitt (1992) and Blank and Ruggles (1996).

1 See Waidmann et a (1995), and Bound and Burkhauser (1999). Bound and Burkhauser observe that “...the
decision to apply for disability program benefitsis not purely afunction of health but is also related to
economic alternatives — work or alternative program eligibility” (page 2).



likely to apply for SSI (1999), and that states undergoing budgetary difficulties are more
likely to show increasesin child SSI caseloads relative to their AFDC population (1998).
More recent evidence by Loprest (1999) suggests that 23 percent of non-working welfare
leavers were receiving Supplemental Security Income.

This evidence that individuals and states respond to differential incentivesin program
benefits and costs suggests that the decrease in AFDC casel oads should be associated with an
increasein SS| casel oads for those individuals most likely to be eligible for AFDC. We
expect that states with more aggressive welfare reform should experience alarger increase in
SSI casel oads among the relevant population -- single mothers and their children. Thisisthe
hypothesis explicitly tested in this paper.

1. Data

We use data from the Current Population Survey (CPS) March Supplement from
years 1988 through 1997 (corresponding to calendar years 1987 through 1996).2? The CPS,
like other Census data sources, does not identify who in the household is eligible for the SSI
benefit. Thismeansthat SSI recipientsin our sample include SSI mothers aswell as SSI
children under 15. This complicatesthe analysis, since, there have been changesin SSI
regulations over time that affected children'srates of SSI participation, and children's rates of
SSl receipt have increased dramatically over the 1990s (see Kubik, 1999). In the next
section, we discuss how we deal with this complication.

Our sample consists of individuals over the age of 17 and under the age of 45.
Summary statistics by demographic group can be found in Table 1a. Column 1 presents
summary statistics for female-headed households, who are most likely to be affected by
welfare reform. Columns 2 through 4 present summary statistics for three control groups
expected to be less affected by welfare reform: married mothers, single women without
children, and single men without children.

Table 1b compares sample means for AFDC and SSI recipients with al individuals.

12 Rupp and Stapleton (1995) suggest that the nature of the SSI program experienced a significant change
beginning in the late 1980s.



Individuals who receive SSI benefits are more likely to be nonwhite than the full sample, and
average 2.7 fewer years of education.*® Table 1b also illustrates many similarities between
the SSI population and the AFDC population. Like SSI recipients, AFDC recipients are less
likely to be white, and are also more likely to be Hispanic. On average they have 1.9 fewer
years of education than the general population. AFDC recipients are, on average, younger
than the general population, while SSI recipients tend to be older.

A non-negligible number of individuals report having received both SSI and AFDC in
the prior year. Since on an individual basis a person cannot receive aid from both programs
simultaneously, thislikely represents some families where a parent receives aid from one
program and a child receives aid from another program. For example, awoman who ison
SSI could have achild on AFDC as a child-only case, or achild on SSI could have a mother
and siblingson AFDC. In addition, the data also likely represent some cases where an
individual switchesfrom AFDC to SSI, perhaps in response to shifting relative costs of
program participation. We explore these individuals with "dual receipt” further in Section
V.

V. Model Specification and Empirical Results
To test whether welfare reform aggressivenessisincreasing SSI participation, we

need some source of identifying variation in welfare reform aggressiveness. The state
waiversin the 1990s provide rich state-level variation over time*** The number of states
with major waivers approved by year is shown in Table 2a.'%" There has been some debate

3 The race and Hispanic ethnicity variables are overlapping. Non-white includes the race categories Black,
Asian, and all other non-Caucasian categories. Both the White and the Non-White categories include
individuals of Hispanic origin. The Hispanic variable controls separately for this ethnicity.

14 Although the Family Support Act changed welfare participation rules beginning in 1988, it is difficult to test
what effect this had on SSI participation because there were not dramatic differencesin therules by state.

> Dueto the limited data available in the post-PRWORA era, in this paper we choose to focus on the effects of
state waiversrather than the state-level differencesin TANF administration. Asadditional years of data
become available, it will aso be possible to test whether the changesin eligibility and participation rules under
TANF have led to anincrease in SSI participation. For adiscussion of PRWORA reforms affecting the SSI
program, see Karoly et. al (2001).

18 Mgjor waiversinclude the following: time limits, expanded work requirements, family caps, JOBS
exemptions, earnings disregards, and sanctions.

1 We use the coding system described in Council of Economic Advisers (1997, updated with 1999 corrections
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regarding the validity of the welfare waivers as ameansto identify welfare reform. Martini
and Wiseman (1997) contend that using dates of waiver approval can cause significant
specification errors, since in many cases there are non-negligible lags between the date of
approval and the date of implementation. For our purpose, date of approval may be more
appropriate, since individual and caseworker behavior may begin to change once thereis
knowledge of reform. As such, we code waivers by date of approval. However, our results
are robust to an alternate specification that codes waivers by data of implementation.’®

It is possible that there exist systematic differencesin SSI participation across states
that are correlated with, but not caused by the waivers. Our approach to estimating the
effects of waivers, given this possible unobserved heterogeneity, involves identifying a
treatment group (single mothers), for whom the waivers should have a direct effect, and a
control group for whom they should not. This approach, analogous to differences-in-
differences estimation, should allow usto estimate our parameter of interest without bias.

We estimate the following linear probability model:

SS_PARTj1 = a + b1X + b2Zjt + b3(SS Benefits)j: + ba(AFDC Benefits);; +
bs(SngleMother); + bg(Waiver);t+ b7(SngleMother* Waiver);: + Sd;§ + STt + g

wherei indexestheindividual, j indexes the state, and t indexes the year. Our dependent
variable, SS_PART, isabinary variable that takes the value of oneif theindividual received
SSI benefitsin the year in question. The X vector includesindividual-level characteristics
that affect participation in the SSI program. These include age, race, ethnicity, education,
and veteran status. The Z vector contains state-level variablesthat affect SSI participation,
such as the annual unemployment rate and its lagged value. It also includes a measure of

state-level Medicaid digibility for SSI recipients’® We control for the maximum level of SSI

for the coding of West Virginia). For waivers granted in the middle of ayear, the variable is equal to the share
of the year after the waiver was approved. We are grateful to Rebecca Blank for providing us with these data.
18 States with major waivers by date of implementation can be found in Table 2b.

¥ states Medicaid li gibility for SSI recipientsfallsinto three categories: 1) recipients are automatically
eligible; 2) al recipients are eligible but must fill out a separate application; and 3) the 209 (b) option, where



benefits as higher benefits make a program more attractive and could lead to higher
participation.® Likewise, we control for the maximum level of AFDC benefits by state for a
family of four. The dummy variable Sngle Mother isan indicator for whether the individual
isasingle (widowed, divorced, separated, or never married) mother.

This specification also includes state fixed effects (§) to control for any time-
invariant unobserved state characteristics that may influence SSI participation. We also
control for national trendsin SSI participation over time through the use of year fixed effects
(Ty). Thisisimportant, as SSI participation among disabled individual s was increasing over
this time period due to the national changesin policy governing the program described in
Section I11. In addition, the year fixed effects will absorb the effects of business cycles at the
national level. The error term is represented by g.%

Waiver isan indicator for whether state | had approved amajor waiver by year t.

If there is unobserved heterogeneity in SSI ratesthat is correlated with the waivers, we would
expect it to be reflected in bg, the coefficient on thisvariable. A priori, the direction of this
correlation isunclear. If states pursuing welfare reform most aggressively also discourage
public assistance receipt in general, bg would be negative. If, instead, those states that
implemented waivers did so because of an unexplained increase in AFDC casel oads that was
correlated with asimilar increase in SSI caseloads, bs would be greater than zero.

The hypothesis that we test in this paper isthat b7, the coefficient on the interaction of
state-level welfare reform aggressiveness and single motherhood, is positive. b7 will provide
an unbiased estimate of the effect of waiverson SSI participation, as long as the unobserved
factors correlated with individual SSI receipt and state welfare reform do not affect single
mothers differentially from individualsin our control group.

The validity of this approach is determined by the adequacy of the control group

Medicaid digibility is more restrictive than SSI eligibility. Thereis some movement of states among these
categories over the period of our analysis.

2 \While the federal SSI benefit is fixed, we include state supplements, which fluctuate over thistime period.

2L We calculate robust standard errors that correct for within state correlation, as per Moulton (1986). When the
unit of observation istheindividual but the independent variables of interest vary only acrossregions, the
uncorrected standard errors can be severely understated, leading to misleading interpretations of the significance
of coefficients.

9



used. Assuch, we explore the use of several different control groups, each of which has
some advantages, as well as some potential problems. If our results are robust to the use of
these different control groups, it will alow for greater confidencein our results. The first
control group consists of married mothers. Since SSI rules about child eligibility were
changing over thistime period, and since there was alarge increase in SSI child cases,
families with children might be affected differently than families without children. This
suggests estimating regressions estimated only on women with children, as a means of
controlling for these changes. The effect of the changesin SSI should be nationwide, and,
once we control for income, should not affect married mothers differentially from single
mothers. %

However, as mentioned in Section |1, two-parent families were eligible for welfare
under the UP program, and as states were mandated to offer UP benefits beginning in 1990,
the share of caseloads that was UP wasincreasing over thistime period. We control for this
share explicitly, by state and year, in our regressions. More problematic are state waivers
over thistime period that relaxed eligibility requirements for two-parent families® To the
extent that the married mothers are influenced by welfare policy aimed at two-parent
families, their validity as a control group is questionable.

Because of these concerns, we use two alternate control groups- single women
without children, and single men without children. Each of these control groupsis unable to
control for changesin the SSI program over this time period that affected all families with
children. However, eachislesslikely to be contaminated by changes in welfare policy
affecting benefits for two-parent families.

Results from the estimation of our baseline model with the three separate control

Ztis possible that marital status is endogenous to the presence of state-level waivers. Schoeni and Blank
(2000) find asmall but significant effect of waivers on the probability that women with low levels of education
aremarried. We believe thissmall potential bias would bias our resultsto anull finding. If we assume that al
single women have a higher propensity to receive SSI than all married women, because they are poorer, a shift

in marital status due to waivers, from single to married should increase the probability of SSI receipt among our
control group, married women, in the waiver period. There areincome effects associated with marriage. We
address these specifically later in the paper.

= Harvey et. a (2000) report that 30 states have relaxed at least one of the three main restrictions on two-parent
families.
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groups are found in Table 3. Since our results are derived from alinear probability model,
the coefficients can be interpreted as percentage-point changes. The probability of SSI
receipt increases with age and decreases with education. Non-white individuals are
significantly more likely to participate in the SSI program, and individuals of Hispanic origin
are lesslikely to participate. All of these demographic variables are of the expected sign and
are generaly statistically significant at the five-percent level or higher.

The coefficient on the unemployment rate is negative in each case, and statistically
significant at the five-percent level or higher, implying that higher unemployment leads to
lower SSI participation. We expected it to be positive, as SSI participation has been found in
the past to be countercyclical.?* However, our findings are consistent with a more recent
study by Garrett and Glied (2000), who also find a significantly negative effect of
unemployment on SSI receipt.?

The estimated coefficient on Single Mother varies significantly across the three
regressions, showing the differences in the likelihood of SSI participation between single
mothers and individualsin the three control groups. Single mothers are significantly more
likely to participate in the SSI program than are their married counterparts. However, they
arelesslikely to participate than either single men or single women without children.

The estimate of bg, the coefficient on the waiver variable, is negative and statistically
significant in all three cases, implying that individuals in states with increased welfare reform
aggressiveness were significantly lesslikely to receive SSI benefits. States' attitudes towards
various public assistance programs are likely to be correlated. This could mean that the
states that are pushing welfare reform most aggressively are also the most likely to be
unfriendly towards SSI recipients. Related explanations include the possibility that
aggressive reform increases the stigma associated with participating in any public assistance
program, or the possibility that women erroneously think that reform appliesto SSI as well.

24 See Rupp and Stapleton (1995).

% Work by Klerman and Haider (2000) discusses the difficulties of using contemporaneous economic
conditions to explain welfare casel oads (stocks) due to the dynamic processes of exit and entry that determine
the number of public assistance recipients (flows). If SSI participation is an absorbing state, then it islikely that
SSI participation is explained better by a combination of lagged economic conditions than by current ones. This
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Alternatively, outreach efforts by the Social Security Administration over the 1990s could
mean adiversion of resources towards single mothers and away from other individuals,
leading to the negative relationship between SSI receipt and other individualsin waiver
states.

Our estimate of b7, the effect of welfare reform on SSI recel pt, ranges between 0.006
and 0.010 depending upon the control group, and is always significant at the five-percent
level or higher. The point estimate from Column 1, comparing single mothers with married
mothers, is 0.00595, implying that single mothersin states that implemented major waivers
were 0.6 percentage points more likely than other mothers to receive SSI benefits. Since the
weighted probability of SSI receipt among single mothersis 2.9%, thisimpliesthat the
presence of awaiver increases the probability that a single mother receives SSI to 3.5%, a
21.6 percent increase. Since the results are robust across a variety of control groups, this
gives us greater confidence in the reliability of our estimates® For the remainder of the
anaysis we focus on results comparing single mothers to married mothers.

Column 4 of Table 3 presents the results from aregression equivalent to that in
Column 1 (with married mothers as the control group), but that also controls for state-
specific linear timetrends. Thistrend captures any other variation in economic conditions
across states over thistime period that might affect SSI participation. The coefficient on the
waiver variable (picking up heterogeneity in which states passed waivers) is no longer
statistically different from zero. However, our estimate of b, our coefficient of interest, is
essentially unchanged in magnitude and significance, showing that our main result is robust
to this alternative specification.

One concern with our preferred control group of married mothersisthat single-
mother families are different from married mother families, particularly in the resources

availableto the family. Itislikely that the Sullivan v. Zebley decision affecting child

might possibly explain the counter-intuitive sign on the contemporaneous unemployment rate.

% The R%sinthe regression results presented in Table 3 are low (ranging from 0.02 to 0.04). Thisis primarily
because it is difficult to explain SSI receipt while excluding all health-related variables. The addition of self-
reported disability status to the regression in Column 1 would increase the R2. However, we are concerned with
the possihility that self-reports of disability might respond to changesin relative program costs and benefits, so
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participation had a greater effect on single mothers relative to married mothers, since SS|
participation decreases with income and femal e-headed househol ds have lower income.
Thus, in Columns 1 of Table 4, we present anal ogous results that control for family income.?
The inclusion of income reduces the estimated coefficient on the single mother variable from
0.02068 to 0.01726, suggesting that 17% of the difference between single and married
mothersin their likelihood of SSI participation can be attributed to differencesin family
income. The estimated coefficient on the interaction of Sngle Mother with Major Waiver
remains significant and of essentially the same magnitude.

As an additional test of the possibility that the increasein child SSI cases during the
1990sisdriving our result, we modify our baseline regression to control for the number of
children. Families with more children, holding all else constant, should face a higher that at
least one child has adisability, and therefore should be more likely to have afamily member
that reports SSI. If our results are entirely driven by the growth in child SSI cases, we would
expect the magnitude of b to fall when we control for the number of children. Resultsfrom
this specification are presented in Column 4 of Table 4. As expected, the coefficient on the
number of children variable is positive and significant at the one-percent level. However, the
estimate of b7 actually increases dightly relative to our baseline model, giving us added
confidence that our results are not driven by the liberalization of child eligibility resulting
from Qullivan v. Zebley.

As mentioned previously, there have always been incentives at both the individual
and state-level to switch from AFDC to SSI. Some of these incentives are financial, and
have not changed substantially over time. Welfare reform is primarily expected to affect the
non-pecuniary incentives. As such, we try to break out the effects of the financial incentives
from those of the non-pecuniary incentives. Theindividual incentive to switch isequal to the
difference in family benefits that the individual would receive on SSl versus AFDC. Thisis

afunction of the benefit levels of the two programs in the state, and of family size. We

we exclude it from our analysis.
2 Fami ly income and SSI participation are clearly endogenously determined. However, this specification
allows us to check whether our key results presented in the previous table are spurious due to this correlation.
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calculate an individual-level benefit to switching, and add this to the baseline regression in
equation (1). The state-level incentive to switch depends upon the state share of AFDC
benefits paid, which is equal to one minus the federal matching rate. We add thisto the
regression in equation (1) aswell. Resultsfrom this regression can be found in Column 1 of
Table 5.

The estimated coefficients are as predicted by theory. A higher state share of AFDC
benefits paid has a positive effect on the probability of SSI receipt, with an estimated
coefficient of 0.0006. In addition, ahigher individual-level gain to switching also increases
the probability of SSI receipt, with an estimated coefficient of 0.00002. However, the
estimated coefficient on b7 remains positive and statistically significant. Thisimplies that
the non-pecuniary effects of welfare reform on caseload shifting are in addition to any pre-
existing financia incentives of individuals or states to shift. Due to the limitations of our
data, we cannot further decompose the non-pecuniary effect into state and individual
components.

We also explore whether aggressive welfare reform affected the probability that a
family would report receipt of both programsin agiven year. 1f awoman switched from
AFDC to SSI, our datawould indicate that she received income from both sourcesin that
year. While this may include households where the mother received income from one
program and the child received income from another, it isalso likely to indicate shifting. We
estimate a model where the dependent variable is an indicator variable for whether the
individual received income from both programs. Our results, in Column 2 of Table 5, show a
positive effect of the interaction between Single Mother and Waiver, with a magnitude of
0.00394. The baseline share of single mothers reporting dual receipt was 1.3%, so this effect
implies a 30 percent increase in the probability that a single mother would report receipt of
both programs. This effect isalarger percentage increase than our baseline effect. However,
thisis aswould be expected if the dual receivers represent aflow of program switchers,
while those reporting SSI receipt only represent a stock of those individuals on the program.

Thisincrease in SSI receipt anong single mothersin states that are aggressively
pursuing welfare reform could be due to two factors. Firgt, it ispossible that rates of self-
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reported disabilities among this group are endogenously and they respond to the changed
program incentives?® Alternatively, self-reported disability rates could be constant and take-
up rates among previously eligible populations could be changing.?® To test which of theseis
happening, we regress self-reports of disability on the same set of independent variables
specified in our earlier regression. Results arereported in Table 6. The point estimate of the
coefficient on the interaction between Single Mother and Major Waiver is positive, as would
be expected if disability rates were changing in response to welfare reform. However,

neither this coefficient nor the coefficient on the major waiver variable is significantly
different from zero. Thus, we find no compelling evidence that our results are due to higher
reported disability rates among single mothers. Instead, it islikely that theincreasein
caseloads is due to anincrease in take-up rates. Asdiscussed earlier in the paper, thisis
expected due to changing incentives at both the state and the individual levels.

In 1995, there were 465,787 single mothers receiving SSI. Our baseline estimates
imply that the probability of SSI receipt rose by 21.6 percent because of waivers. A rough
back-of-the-envel ope calculation implies that there would have been 82,778 fewer SSI cases
in the absence of waivers. The total number of AFDC caseloadsin 1995 was 4,876,240. The
increase in SSI caseloads implied by our model suggests a shift of approximately 1.8 percent
of thetotal AFDC caseload. Although the waiver effect issmall in relation to the entire
AFDC caseload, it is clear that a decrease in caseloads in one public assistance program
cannot be interpreted as an equal-sized decrease in overall public assistance casel oads.

V. Conclusion

The results of this paper have several important implications for evaluating the
effectiveness of welfare reform. We find that female-headed households in states
approaching welfare reform with greater aggressiveness were 21.6 percent more likely to
receive Supplemental Security Income. These results are robust to a number of alternate

2 See Waidmann et a (1995).
2 This distinction is analogous to that drawn in the AFDC literature between changes in take-up rates and
changesin eligibility. See Blank and Ruggles (1996) and Blank (1997).
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specifications, and are not dependent upon the use of a particular control group. We can,
therefore, conclude that changesin the relative costs and benefits of participating in two
public assistance programs do have a significant effect on probabilities of participation.

Thisfinding hasimplications for the well-being of women on welfare who are facing
time limits. Acs and Loprest (1999) discuss the high prevaence of disability rates among
those on AFDC during the 1990s, and find that few disabled recipients are able to leave
AFDC for work. They conclude that disabled women on AFDC have a high likelihood of
running up against any time limits imposed by welfare reform. If disabled AFDC recipients
are ableto switch to SSI, then the negative effects of time limits and sanctions imposed by
welfare reform on disabled women could be |essened.

If our results are being driven by changesin adult SSI participation, then this
"softening” of the welfare reform blow is possible. However, if our results are being driven
by changesin child SSI participation, the restrictions that the 1996 PRWORA legidation
placed on child SSI receipt might mean further hardship for these families over the next few
years. Due to data constraints, we are unable to precisely decompose the effect on adult SSI
participation from the effect on child SSI participation. However, regressions controlling for
family income and number of children suggest that the results are not being driven by the
liberaization of SSI digibility for children.

An additional policy implication of our resultsis that a decrease in caseloadsin one
program cannot necessarily be interpreted as an equal-sized decrease in the number of
families receiving public assistance. Thisanaysis makes clear the importance of looking at

the interactions among programs when eval uating changes to a single program.
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Table la: Summary Statistics

SingleMothers  Married Mothers ~ Single Women Single Men
without Children  without Children
Age 28.70 33.79 27.95 28.65
(7.88) (6.05) (7.64) (7.17)
Veteran 0.009 0.010 0.008 0.102
Nonwhite 0.332 0.123 0.185 0.196
Hispanic 0.128 0.105 0.072 0.096
Y ears of Education 12.30 13.05 1347 12.96
(2.19) (2.57) (2.47) (2.63)
Disabled 0.057 0.030 0.063 0.073
SSI Maximum Monthly Benefit Level for 440.55 437.60 444.30 445,77
an Individua (%) (119.49) (120.52) (119.66) (120.38)
Monthly AFDC Benefit for Family of 478.71 482.55 500.39 496.50
Four ($) (193.75) (191.83) (192.15) (192.82)
Unemployment Rate 6.26 6.21 6.17 6.20
(1.53) (1.54) (1.52) (1.52)
Receives SS| 0.029 0.006 0.025 0.024
Number of Observations 67,400 149,914 84,731 120,573

Sample consists of individuals aged 18-44. Summary statistics are weighted. Standard deviations are in parentheses. Sources. Individua-level datafrom March

CPS 1987-1997. Disability isonly consistently asked of all adultsfrom 1988 on. Federal SSI Benefitsfrom Social Security Bulletin Annual Statistical
Supplement (Office of Research, Evaluation, and Statistics, SSA: various years). State SSI supplements from State Assistance Programs for SS Recipients
(Office of Research, Evaluation, and Statistics, SSA; various years) and 1996 Green Book (U.S. House of Representatives). AFDC benefits from various
editions of the Green Book (U.S. House of Representatives). State Unemployment Rates from U.S. Bureau of Labor Statistics Web Site (http://www.bls.gov).
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Table 1b:
Comparision of Sample Meansfor SSI Recipientsand AFDC Recipients

All Individuals AFDC Recipients SSI Recipients

Age 3113 29.38 32.11

(7.52) (6.72) (7.26)
Veteran 0.069 0.018 0.037
NonWhite 0.169 0.421 0.326
Hispanic 0.101 0.164 0.103
Y ears of Education 13.08 11.23 10.39

(2.60) (2.33) (3.74)
Disabled 0.049 0.123 0.690
Receives SS| 0.014 0.057 --
Receives AFDC 0.031 -- 0.127
# of Observations 676,403 21,399 8,679

Table 2a: Stateswith Major Waiversby Date of Approval, 1991-1996

Year Statesobtaining Total with a Percent with Percent of US

aMajor Waiver Major Waiver Major Walver Population in

Waiver States
1991 0 0 0.0 0.0
1992 5 5 9.8 20.8
1993 4 9 17.6 29.3
1994 6 15 294 36.3
1995 10 25 49.0 50.9
1996 9 A4 66.7 75.3

Source: Council of Economic Advisers.

Table 2b: Stateswith Major Waiversby Date of Implementation, 1991-1996

Year Statesobtaining Total with a Percent with Percent of US
aMajor Waiver Major Waiver Major Waiver Population
Affected
1991 0 0 0.0 0.0
1992 3 3 59 189
1993 4 7 13.7 26.4
1994 4 11 21.6 304
1995 8 19 37.3 43.0
1996 9 28 54.9 66.7

Source: U.S. Department of Health and Human Services.
http://aspe.hhs.gov/hsp/Waiver-Policies99/Table A.htm




Table 3: Regression Resultsfor Different Control Groups

Control Group

Variables Married Mothers Single Women without Single M en without With State Time Trends
Children Children
Age 0.00073 *HK 0.00189 *HK 0.00180 *HK 0.00073 i
(0.00008) (0.00011) (0.00010) (0.00008)
Veteran Status 0.00037 -0.01209 i -0.01826 i 0.00056
(0.00384) (0.00386) (0.00220) (0.00382)
Nonwhite 0.01077 *Hk 0.01176 *Hk 0.01197 *Hk 0.01077 *Hk
(0.00177) (0.00225) (0.00196) (0.00177)
Hispanic -0.00387 * -0.01360 *HK -0.01572 i -0.00382 *
(0.00206) (0.00390) (0.00325) (0.00206)
Y ears of Education -0.00371 xR -0.01212 xR -0.01063 el -0.00382 *H
(0.00058) (0.00096) (0.00102) (0.00206)
Log Max SSI Ben 0.00219 0.00756 0.00788 0.00163
(0.00409) (0.00655) (0.00681) (0.00380)
Log Max AFDC Ben 0.00169 0.00625 0.01188 -0.00236
(0.00829) (0.01046) (0.01042) (0.00885)
Unemployment Rate -0.00111 *x -0.00262 *x -0.00282 *HE -0.00062
(0.0004) (0.00099) (0.00080) (0.00008)
Single Mother 0.02068 ol -0.01371 ol -000654 el 0.02069 i
(0.00136) (0.00139) (0.00165) (0.00208)
Major Waiver (be) -0.00477 e -0.00552 -0.00654 i -0.00275
(0.00152) (0.00369) (0.00240) (0.00208)
Single Mother * 0.00595 ** 0.00658 * 0.00994 ol 0.00588 **
Major Waiver (b7) (0.00281) (0.00382) (0.00345) (0.00282)
R? 0.0212 0.0424 0.0375 0.0217

*** Significant at 1% level. ** Significant at 5% level. * Significant at 10% level. Dependent variableis equal to oneif woman (or her children under 15)
receive SSI income. Results are from linear probability model. Standard errors are corrected for within state correlation. All regressionsinclude a constant
term, aswell as state and year fixed effect. Additional control variablesinclude a one-year lag on the unemployment rate, the employment growth rate and a
one-year lag, the percent of the state's welfare caseload that is two-parent, and dummies for different categories of Medicaid eligibility for SSI recipients.
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Table4: Results Controlling for Number of Children and Income
Dependent Variable =SSl Participation

Variables Controlling for Family  Controlling for Number
Income of Children

Single Mother 0.01726 *HE 0.02149 *HE
(0.00131) (0.00144)

Major Waiver (be) -0.00479 i -0.00484 * ok
(0.00156) (0.00153)

Single Mother * Major Waiver 0.00626 ** 0.00603 **

(b7) (0.00282) (0.00280)

Log Income -0.00725 *HE
(0.00070)

Number of Children -- 0.00332 i

(0.00065)

Regressionsinclude all the variables listed in Table 3; See additional notesfor Table 3.

Table 5: Results Breaking out State and Individual Financial I ncentives

Variables Dependent Variable = Dependent Variable =
SS| Participation Dual Receipt

State Share of AFDC benefits 0.00055 * 0.00013
(0.00029) (0.00020)

Individual Gain from 0.00002 * 0.00004 ol

Switching to SSI (0.00001) (0.00001)

Single Mother 0.02082 *Rk 0.01131 *Rk
(0.00133) (0.00078)

Major Waiver (bg) -0.00481 i -0.00367 ok
(0.00142) (0.00089)

Single Mother * Major 0.00685 *x 0.00394 *

Waiver (b7) (0.00301) (0.00202)

Regressionsinclude all the variables listed in Table 3; See additional notesfor Table 3.



Table 6: Self-Reported Disability Results

Variable

Age 0.00236 *HE
(0.00012)

Veteran Status 0.01243 *
(0.00697)

NonWhite 0.00354 *x
(0.00168)

Hispanic -0.02226 *H
(0.00372)

Y ears of Education -0.00702 ol
(0.00083)

Log Maximum SSI Benefit 0.02556
(0.01541)

Log Maximum AFDC Benefit -0.01846
(0.01414)

Unemployment Rate 0.00075
(0.00137)

Single Mother 0.03301 FAE
(0.00198)

Major Waiver -0.00175
(0.00258)

Single Mother * Major 0.00198

Waiver (000385)

R-squared 0.0184

Number of Observations 175,039

*** Significant at 1% level. ** Significant at 5% level. * Significant at 10% level.

Dependent variableis equal to one if woman reports adisability that prevents her from working. Results
are from linear probability model with state and year fixed effects. Standard errors are corrected for
within state correlation. Regression includes a constant term.
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Figure 1:
AFDC/TANF and SSI Caseloads (in millions)
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Figure 2: SSI Participation Rates among Individuals 18-44
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