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Executive Summary

The great transformation of the welfare system set off by state reforms in the early

1990s and by the 1996 federal welfare reform law had as its primary goal the encourage-

ment of work by mothers on welfare. This goal has been achieved to a much greater

degree than anyone expected. Employment rates among single mothers have increased

dramatically; former welfare recipients have experienced average employment levels of

around 60 to 75 percent, far higher than anticipated and much greater than their work

levels while on welfare. While a strong economy and expanded work incentive programs

(especially in the tax code) have helped fuel these employment gains, the welfare reforms

of the 1990s have produced significant progress in meeting the primary goal of encourag-

ing mothers on welfare to work. However, there remain two sources of concern. While

incomes of single mothers as a whole have risen, incomes of women leaving welfare are

only slightly above what they were when the women were on welfare. Additional ways of

increasing the incomes of such women need to be found. Second, there is a significant

group of very disadvantaged women, many no longer on welfare, who have major difficul-

ties with employment because of poor job skills, poor physical and mental health, and

other problems. Special policies also need to be directed toward this group.

he American public has made clear
that work by welfare recipients is a
defining goal of state and federal
welfare laws, the pursuit of which
deserves the highest priority in social welfare
policy. One of the four goals listed by
Congress in the 1996 welfare reform legisla-
tion was to encourage job preparation and
work. Work among welfare recipients is widely
regarded as part of the social contract—a
quid pro quo for the provision of income
support—as well as a source of self-esteem
and self-reliance among single mothers. This
in turn is thought to increase the mothers’
chances for long-term economic improvement
for themselves and their children.
Now that five years have passed since the
1996 reforms were enacted, the evidence

shows that while much success has been
attained, there are remaining concerns that
Congress should debate during reauthoriza-
tion. This policy brief reviews both the
evidence and the concerns.

Employment Among Single Mothers
Has Increased

The overriding single piece of evidence
showing that progress has been made on the
agenda of helping mothers on welfare work is
the dramatic increase in employment rates
among single mothers in the last decade.
Employment rates among single mothers, the
group most affected by welfare reform, have
been slowly increasing for over 15 years, but
have jumped markedly since 1994 (figure 1).
Employment rates rose from 60 percent in
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1994 to 72 percent in 1999, a very large
increase by historical standards. Among single
mothers who have never been married (the
group with the lowest levels of education and
some of the highest rates of welfare receipt)
employment rates rose even more, from 47
percent to 65 percent over the same period.

Not all of this increase can be attributed to
welfare reform. Part of the increase has been
the result of the robust economy and the
longest and strongest peacetime expansion in
the last 50 years. Until the recent economic
slowdown, employers, desperate for workers,
dipped deep into the pool of single mothers
and other disadvantaged individuals.

Another factor encouraging employment is
the expansion of the Earned Income Tax Credit
(EITC), which provides major financial incen-
tives to work. Given the boost in income the
EITC provides (up to $4,000 per year for fami-
lies with two children), many women have been
encouraged to try and “make it” off welfare.
Other supports for women leaving welfare, as
well as for those never on welfare, include
increased child care subsidies, food stamps,
and health benefits through Medicaid and the
State Children’s Health Insurance programs.
Nevertheless, despite these other factors, there
is no question that welfare reform has played a

significant role in increasing employment
among single mothers. Even research studies
that have attempted to parcel out the relative
contributions of different forces on employ-

ment rates support this conclusion.

Most Women Leaving Welfare
Find Work

These overall trends beg for more details on
how individual families have fared in the wake
of welfare reform. The largest body of evidence
comes from data on women who were on wel-
fare but have left, primarily those who left the
Aid to Families with Dependent Children
(AFDC) program before 1996 or those who
left its successor, the Temporary Assistance for
Needy Families (TANF) program, after 1996.
Most states have conducted such studies. A
recent review of these studies conducted by
the U.S. Department of Health and Human
Services indicates that the employment rate
among welfare leavers is approximately 60 per-
cent just after exiting welfare. Moreover, about
three-quarters of welfare leavers worked at
some point in the first year after leaving the
rolls. When welfare leavers work, they generally
work full-time. Their hourly wages range from
$7-$8 per hour, somewhat above the minimum
wage. Those who work earn about $3,000 per
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quarter, or $12,000 annually. However, the
annual wage is an overestimate because most
leavers do not work for four quarters in a row,
only a little over one-third do, signaling a
potential problem with employment retention
and stability.

These employment rates are considerably
higher than critics of the 1996 reforms
feared; some predicted that families would be
made destitute and homeless following the
reforms, or that there would not be enough
jobs for women leaving welfare. At least on
average, this has not occurred. The fact that
60 to 75 percent of welfare leavers found
employment is especially remarkable given
that, over the decade prior to reform, the
employment rate of mothers while they were
on AFDC was never more than 9 percent.
Equally notable in this light is the fact that
almost 30 percent of women currently on the
rolls are now employed.

The 60 percent employment rate of welfare
leavers is not much different than that of
women who left the AFDC program prior to
welfare reform. Employment rates over the
period 1984 to 1996 ranged from 48 percent
to 65 percent, varying by the state of the
economy and the area of the country. These
rates are similar to the rates following reform.
This is surprising because many more women
have left the welfare rolls in this era of reform
than in any prior period, and many of those
who left recently are more disadvantaged than
women who left the rolls in prior periods. The
fact that employment rates of leavers have not
been lower than those experienced by past
leavers further supports the strong effect of
welfare reform.

In addition, random assignment evaluations
of pre-1996 reform programs which had
time limits and work requirements and were
reasonably close in character to the post-1996
programs put in place by the states also show
positive effects on employment and earnings.
The employment and earnings gains in these
demonstration programs are the average gains
for both women who have left welfare as well

as women who stayed on the rolls, and they
therefore represent a more comprehensive
measure than studies of leavers alone.

Two of the most important reforms in the
1996 legislation were the imposition of federal
time limits on the length of welfare receipt,
and the use of more stringent sanctions for not
complying with work requirements and other
rules. A natural question is how women who
hit a time limit or were sanctioned have fared
relative to women who left welfare voluntarily
or because of different inducements. Time
limits have had relatively little effect so far
because most states have retained the five-year
federal maximum and, as a result large num-
bers of recipients did not begin to hit time
limits until the late fall of 2001. Some states
do have shorter time limits than five years, but
they have exempted large numbers of families
from those limits and have granted large num-
bers of extensions. These exemptions and
extensions have typically been granted to the
most disadvantaged families, so that it is pri-
marily those with significant employment and
earnings (while on TANF) who hit the time
limit in these few states. As a consequence, in
the one or two states where significant num-
bers of families have left welfare because they
hit a time limit, post-welfare employment rates
of those leavers are quite high (e.g., 80 per-
cent). But in other states where fewer families
have hit the limit, employment rates of time-
limited leavers are no different than those of
other leavers.

More is known about sanctions because
they have been in force for most of the time
since 1996 and in some cases even before
then. Many more women have been sanc-
tioned than have been hit by time limits. The
studies of women who have left welfare
because of sanctions show that such women
are less likely to have jobs than other welfare
leavers. This appears to be because sanctioned
welfare recipients tend to be less educated,
have lower job skills, and are in poorer health
than other welfare recipients. Unfortunately,
these findings suggest that sanctioning may
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