United States Welfare Reform: Welfare to Work


Most countries have welfare systems – government programs to assist individuals and families in need. Western nations generally provide fairly comprehensive welfare systems that aid citizens not only financially but also through forms of medical care, work-training programs, and a variety of other program.


The success of government welfare systems has long been monitored closely and adjusted accordingly. This occurs for two reasons. First, welfare systems are one of the most complex systems provided by governments and require great expenditure of financial and human resources. Secondly, welfare aims to provide assistance to the poor and otherwise needy. For this reason any failures of the system are cause for great concern. 

In 1996 the United States government executed a massive reform to its welfare system. A large emphasis was placed on moving from “Welfare to Work” and decreasing recipient dependency on federal aid. In this paper I seek first, to explain the legislation and its implementation and second, to survey the successes and failures of the change. To evaluate its effects I will look at how well it achieved its aims and how well it addressed the noted concerns of critics. Lastly, I will examine what is yet to be seen, in light of that fact that the reforms took place relatively recently. As a whole I find the welfare changes of 1996 successful.

United States Welfare Reform in 1996


Before 1996, the United States welfare system was mainly the product of President Lyndon B. Johnson’s “War on Poverty.” The social attitudes of the era reflected the generous benefits granted to Americans. Over time feelings questioning effectiveness of the welfare system grew. In the early 1990s serious discussion regarding welfare reform started.

Directly preceding the welfare reform there seemed to be few people who thought highly of the then-current system.
 State governments were alienated by the strict federal guidelines not allowing them to structure their welfare systems as they saw fit. Welfare recipients preferred to work but had trouble finding and keeping jobs. Many recipients also felt demoralized and degraded by the system.
 Analysts of the welfare system called attention to two main concerns: poverty was not addressed adequately, and there seemed to be a degree of dependency stagnation – the state of welfare recipients remaining on welfare for long periods of time with few options or little motivation to get off the system. Social workers experienced little progress in reducing their caseloads through helping move long-time recipients from welfare to work. Public attitudes varied depending on social attitudes and moral sentiments. But the general feeling was that the system as anti-work and anti-family. The public did voice a want for reform, but called for reform only if children were not penalized.


Because of the lack of satisfaction, the United States welfare system was ripe for change. In the mid 1990s the US government addressed the growing concerns and in 1996 the Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA) was passed. The result was the well-known “Welfare to Work” program.


Drastic changes in the welfare system accompanied the 1996 PRWORA. The largest program change was the legislation creating the Temporary Aid for Needy Families (TANF) program. TANF combined and replaced the Aid to Families with Dependent Children (AFDC), Emergency Assistance (EA), and Jobs Opportunity and Basic Skills (JOBS) programs. The most significant change was that the initiation of time limits on welfare entitlement. Prior to the reform, low-income mothers had 60-year open entitlement to welfare benefits. Afterwards, all individuals had only five years (over the course of one’s life) of welfare entitlement. Another major change was that states received far more authority to oversee welfare programs in their respective states. This led to a host of implementation modifications.


The foremost goal of the reform was to reduce welfare dependency. This is reflected in the program name “Welfare to Work.” A major reform slogan was “work-for-pay,” originating with respect to the many people on welfare that held unpaid community or public service positions. To encourage movements into the job market, the reform was laden with incentives to get off of welfare and to find employment. One incentive was a more generous Earned Income Tax Credit (EITC) program, allowing people to keep a higher percentage of their income. However, other incentives were punitive, most notably the time limit on entitlement. Overall, the government aimed to reduce welfare caseloads and the cost of the program.


Promoting marriage and helping those with substance abuse were secondary goals of the reform. Legislators hoped that reducing welfare would have indirect and beneficial outcomes for recipients who left the system. By creating a time limit on welfare entitlement the economic incentive for marriage would increase. In addition, specific legislation promoting marriage through tax relief supported the aim. To combat substance abuse legislators relied on evidence that suggests that individuals working are less likely to experience substance abuse.


It is important to note that poverty reduction was not a particular goal of the reform. Rather, legislators aimed to switch individuals from welfare dependency to economic independence.

Implementation of Welfare to Work Programs

While the new legislation greatly increased the states’ authority to organize its own welfare policies and programs, it also came with federally imposed requirements for caseload reduction. Strict non-compliance penalties were issued.

To respond to these requirements states began restructuring their welfare programs. Because of the leeway the legislation gave to the states specific models for implementation varied greatly. However, several trends emerged across the nation. To meet the federally imposed requirements, most states focused initially on individuals who were already job-ready. This became known as the “work-first” policy. States financed opportunities for job seeking and skill building. This was seen as the quickest way to move large numbers of people from welfare into employment. The work-first plan succeeded for many, although proved ineffective for those “hard-to-employ.” The majority of caseload reductions were the result of the work-first plan.

Another trend that developed after the work-first plan focused on individuals who were “hard-to-employ.” This category includes individuals who have trouble keeping jobs or who have “barriers to employment.” Barriers to employment are conditions that inhibit the ability to work. They include: physical disabilities, substance abuse problems, mental health problems, learning disabilities, limited English proficiency, and domestic violence issues. After the early gains in the work-first programs focus switched to hard-to-employ individuals for two reasons. First, it provided the next best type of cases for reducing caseloads. The second reason was the moral obligation to assist these people. Opponents of the reform pointed to the hard-to-employ persons as those most likely to suffer from the reform. This added pressure on state governments to finance barrier-reduction programs. One way this was achieved was through strengthened contact between the state and agencies aspiring to reduce substance abuse or domestic violence.

A final step to reducing caseloads involved post-employment services. Evidence shows that welfare recipients who find work frequently end up on welfare again.
 These services were designed to maintain regular contact with recently employed welfare recipients. Agencies offered help with dealing with problems at work or related problems that might jeopardize one’s job. Some states even offered cash incentives to keep work.

How Successful Was Welfare Reform?


Although the reform is relatively recent, many people consider it a resounding success while others are dubious. One thing agreed upon is that the reform is going better than most expected. To evaluate the welfare reform of the late 1990s I will first examine how well it achieved the goals it set out accomplish and second, I will look at how well the reform addressed the concerns of its opponents.

Success For Outlined Goals

The original advocates of Welfare to Work deem the reforms a complete success. Although Republicans largely pushed for the reform initially, both Republicans and Democrats take credit for its conception. Addressing the specific goals of the PRWORA, the most shining example of success is the drastic reduction in caseloads. Between 1994 and 2000 caseloads declined from 5 million to 2.2 million.
 This reflects a large-scale move from welfare to work for many people, the largest goal of the reform. 

The other goals established by the PRWORA are only indirectly related to welfare reform. Family formation and substance abuse are affected by innumerable factors. For this reason it is difficult to determine whether or not Welfare to Work has had an impact. During the course of its existence teenage pregnancies plummeted and births out-of-wedlock also fell.
 Some observers, especially those among the Republicans, claims that welfare reform has been a significant contributor to these falling rates. Substance abuse varied in the late 1990s, largely depending on which substance was studied. Statistics provides no significant insight into the successfulness of the PRWORA.

Concerns of the Welfare Reform and How They Played Out


The magnitude of the welfare reforms following the passing of the PRWORA led many critics to fear the consequences. To start, nobody was really sure of the outcome, and this uncertainty by itself made many people hesitant. Opponents questioned the morality of “experimenting” with one of the most vulnerable groups of our society.
 Below, I review the most pertinent arguments against welfare reform: the hardship for single mothers, the difficulties for the hard-to-employ, and the indirect consequences to children and society in general. When possible I will review data collected by the Urban Institute that reflects the changes after the PRWORA. However, some outcomes with respect to some of these issues are still unclear or contested.

The most glaring concern was the possibility that the newly imposed time limit would leave the nation’s poor in a dire situation. Allowing only five years of welfare benefits could have catastrophic consequences for many single mothers, children, and hard-to-employ individuals. 


A main concern focused on the potential plight of single mothers. With reduced access to Emergency Assistance, single mothers could find themselves without an income after only five years on welfare. Single mothers in the welfare system often have few job skills because they tend to have little past experience in the job market and little education.
 With these hiring constraints mothers would end up either unable to find work or finding jobs that offer poor wages and conditions. If they found an employment offer it would likely be low-skilled. These types of jobs are almost always poorly paid, offer few benefits, and have little flexibility in hours worked. Single mothers have a clear obligation to their children. Low-level jobs would be less likely to accommodate a mother needing to take her child to the doctor or look after him in case of illness. A final note regarding single mothers working is that after leaving welfare Medicaid benefits are terminated after a time. Because of the lack of benefits from low-skilled jobs many single mothers would no longer have health care. Ultimately single mothers could find themselves without an income or with an impractical job and without healthcare.


Research into the situation of single mothers after the 1996 welfare reform indicates that as a whole, single mothers have faired well. Data by the Urban Institute (reproduced below) reveals that single mothers are making significant employment and income gains.
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The employment increase reflects in part the large number of women leaving welfare following welfare reform. Most encouraging is that the least educated single mothers made the largest growth in wages; wages have increased positively for 7 years even after adjusting for inflation. While these statistics are encouraging and seem to support the success of Welfare to Work, it is important to note that those gains in employment occurred across the female population, not just those on welfare. The data also does not trace the relative condition of single mothers that did not find employment. Lastly, these gains occurred during the economic boom of the mid to late 1990s.


Opponents to the welfare reform also argued that all individuals then-currently on welfare could also end up in the situation described above – without income or employment as a result of time limits. Of most concern were hard-to-employ individuals. There were many questions regarding their ability to find work. Some argued that it was unfair for people in the hard-to-employ category to face similar welfare limits as others who are more ready and able to work.


Data collected on employ among these groups found that, indeed, welfare recipients had trouble finding work, especially those with employment-barriers. Below is a graph by the Urban Institute showing this data.
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In 2002, over half of welfare recipients without barriers were working, but only 28% of total recipients had found occupation. Most disconcerting is that only 14% of persons with two or more employment-barriers had found work. This reflects the need for state governments to continue and expand programs aimed specifically at aiding hard-to-employ individuals.


Before the PRWORA, opponents spoke explicitly about the poor quality of employment options for welfare recipients. Opponents made two main arguments about why forcing people to work would be detrimental in the long run. First, work would not offer a living wage and it would exhibit the characteristics of low-skilled jobs. Second, forcing single parents to work makes it very difficult for them to raise children as effectively as if they were not working outside of their homes (however, some research suggests otherwise
). Opponents of welfare reforms argued that the combined effects of these two developments could prove detrimental to society, although this is difficult to measure.

Data shows that wages for welfare recipients who found work averaged around $7.00 per hour.
 However, regardless of these relatively low wages, research by the Urban Institute found that working does pay off – at least financially. Below is a graphic representing the gains from work.
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The graphs shows that even part-time employment in accordance with a welfare check leaves single parents, on average, with more income. This data seems to refute the claim that the jobs found by former welfare recipients would not be beneficial. However, part of the concern with forcing single parents to work is that this bears negative consequences for their children, which as stated before, makes claims of successful reform contestable.

Welfare Reform Outcomes in Context

Many of the impacts of the PRWORA are still being seen or are yet to be seen. True analysis of the impacts will require more time. There are three main considerations to take into account. First, the Act was passed only eight years ago and the time limit ended only three years ago, which means many individuals who faired well or at least not badly could still suffer negative consequences of the reform later. Second, the conditions under which it was passed were conducive to employment and decent wages on account of the economic boom the US experienced in the mid to late 1990s. Thirdly, other factors may have contributed to the relative success of the program, most notably the EITC.


The recentness of the Act allows only short-term analysis of the policies. Future research will be able to take into account factors that have not had time to take their course. One factor is the propensity for welfare recipients to return to welfare even after finding employment. Research by the Urban Institute reveals a policy measure to combat this tendency. Statistics provided by the Urban Institute showed that persons who received government aid after leaving the welfare system are less likely to return.
 By providing additional aid some families can get by in rough financial times with the extra help.


The economic boom that accompanied the welfare reform could easily be a major driving force in the initial success. Because of the lingering economic recession now being faced the United States, additional studies could now show how sustainable the reforms have been.


Welfare caseloads always fluctuate and therefore a number of different factors could be responsible for the recent declines. One is the aforementioned economic prosperity of the late 1990s. Another is the EITC that allows low-income families with children to reclaim part of their income tax in the form of a refund. A large expansion of the EITC accompanied the welfare reform in 1996. In subsequent years the tax credit offered increased, albeit in small proportions.

Conclusions


The passing of the PRWORA led to a great many changes in the welfare system – in all a success, but some aspects require additional attention. The great decrease of caseloads reflects the achievement of the policy goal of Welfare to Work. State welfare systems changed drastically with new state authority and new aims. The changes contributed to the successes, but also reflect some of the issues that must still be resolved. The most notable failure of welfare reform is its lack of success in employing individuals with employment-barriers. Only meager numbers were able to make the transfer from welfare to work. Another failure is the neglect of poverty reduction. While not an explicit aim of the reform, poverty is an ever-looming burden that must be addressed. Further goals of welfare policymakers should identify new ways to aid those with employment-barriers and address the issue of poverty in America. Nonetheless the Welfare to Work served as the guiding tool for switching individuals and families from federal dependence to economic independence. The successes are laudable and serve as a stepping-stone for further reforms to the welfare system.
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