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Since welfare reform was implemented in 1996, welfare participation among single mothers has
dropped dramatically, and the fraction of single mothers who work has increased. This paper
assesses the contributions of the various components of welfare reform and other economic and
policy changes to these phenomena. Using an extensive dataset that characterizes welfare policy
changes and other determinants of welfare and work participation at the state level, we develop a
model that explains both levels and changes in welfare and work participation across states, time,
and various demographic groups over 1980-2002. The key variables contributing to the overall
decrease in welfare participation are work requirements, the earned income tax credit (EITC), and
macroeconomic conditions, and those accounting for the increased work participation are the
EITC, macroeconomic conditions, work requirements, and time limits on welfare receipt.
However, these variables differ in relative importance across demographic subgroups and
subperiods.
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