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General Accounting Office

An Evaluation Of The 1981 AFDC Changes:
Initial Analyses

~The Omnibus Budget Reconciliation Act of 1981 (OBRA) made major changes in the Aid
to Families with Dependent Children {AFDC) program, particularly with regard to AFDC
recipients’ earnings. These changes resulted in the loss of AFDC benefits for many
working recipients, and they reduced benefits for many others.

From its survey of state public assistance agencies and an analysis of 10 years of HHS
program data, GAO estimates that when the declines in caseload and outlays stabilized,
OBRA had decreased the national AFDC-Basic monthly caseload by 493,000 cases and
monthly outlays by $93 million. However, because the caseload rose faster than pre-
dicted after this point, long-term effects are less certain.

GAO conducted in-depth evaluations of OBRA's effects on individual AFDC families in
Boston, Dallas, Memphis, Milwaukee, and Syracuse, using case records and interviews.
These evaluations indicate that by fall 1983, most working recipients who lost benefits
because of OBRA had not quit their jobs and returned to AFDC.

In interviews with former working recipients more than a year after their termination
from AFDC because of OBRA, GAO found that OBRA changes to the food stamp program
appear to have resulted in a simultaneous loss of AFDC and food stamps for many
families in Boston, Milwaukee, and Syracuse. Although earnings increased for many
who remained in the labor force, the respondents as a whole (including those no longer
working) experienced significant income losses in ali five sites. Apparently they did not
make up the loss of income from AFDC and food stamps by working. Additionally, in
Dailas and Memphis, about half of these families remained without health insurance
coverage after having lost Medicaid,
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

PROGRAM EVALUATION
AND
METHODOLOGY DIVISION

B-214752

The Honorable Dan Rostenkowski
Chairman

Committee on Ways and Means
House of Representatives

The Honorable Barber Conable
Ranking Minority Member
Committee on Ways and Means
House of Representatives

Subject: An Evaluation of the 1981 AFDC Changes: 1Initial
Analyses (GAO/PEMD-84-6)

As you requested on June 15, 1982, the Program Evaluation
and Methodology Division of the U.S. General Accounting Office
(GAO) has evaluated the effect of changes in the Omnibus Budget
Reconciliation Act of 1981 (OBRA) to the Aid to Families with
Dependent Children (AFDC) program, 1In your letter and in sub-
sequent discussions, you asked us to

1. estimate how OBRA's changes to AFDC affected national
caseloads and outlays;

2, provide data on the percentages of AFDC earners (that
is, working recipients) and nonearners affected by the
various OBRA changes;

3. determine what happened toc earnings patterns and welfare
use patterns among individuals who were removed from the
AFDC rolls;

4, provide data on demographic and income and other
resource characteristics of AFDC families before and
after the implementation of OBRA's changes to AFDC and
provide information on how often AFDC recipients moved
on and off the AFDC rolls;

5. examine the effect of OBRA's changes to AFDC on the
composition of AFDC households;
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6. ascertain the economic well-being and generatl
circumstances of the individuals and households who were
removed from the AFDC rolls and, to a lesser extent, of
those who received reduced benefits.

The purpose of this letter and its enclosure is to report our
initial findings.

We understand that this list of requests for information
stems from three needs. First, there is a general need to know
what has occurred nationally with respect to AFDC caseloads and
outlays as a result of the OBRA changes. Second, there is a more
specific need to know whether the new limits on gross income for
determining eligibility for AFDC and the changes in the treatment
of earned income led to more or to less dependence on welfare.
Concern had been expressed in the request letter that OBRA's
changes to AFDC and the associated loss of Medicaid for cases
that closed might discourage AFDC recipients from working and
lead them to increase their reliance on welfare. Third, there
is a need to know whether the economic well-being and general
circumstances of families who lost eligibility for AFDC because
of OBRA have been affected, regardless of any effects on their
employment and use of welfare.

We formed an evaluation advisory committee, composed of
representatives from the Congressional Budget Office, the Con-
gressional Research Service, and the welfare research community,
to guide us in designing our evaluation. The design we selected
has two major components: a national component, which includes a
survey of the states' implementation of the OBRA changes to AFDC
and an analysis of OBRA's effects on national AFDC-Basic case-
loads and outlays, and an in-depth component, which consists of
five separate evaluations of the effects of the OBRA changes on
individual AFDC-Basic families in Boston, Massachusetts; Dallas,
Texas; Memphis, Tennessee; Milwaukee, Wisconsin; and Syracuse,
New York. These sites differ substantially in how they have
structured the AFDC program and AFDC benefit levels. The in-
depth evaluations involved reviewing large numbers (almost 12,000
overall) of case records of both working and nonworking AFDC
families in a "base period" before OBRA, in an "OBRA period" dur-
ing which the AFDC changes were implemented, and in a period
after OBRA's implementation. We conducted interviews also with
between 127 and 147 persons in each site who were working and re-
ceiving AFDC benefits before OBRA's implementation but who lost
eligibility for AFDC because of the changes OBRA made to the
program.

The presentation of our findings with this letter includes
detailed information on the evaluation design, how we conducted
it, and our specific analyses. Some of the information we pre-
sent raises additional questions that cannot yet be answered:
the present analyses are only the first among many that we plan
to perform on several very comprehensive data sets.
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We have used our data in these initial analyses toc meet the
Committee's needs in the following manner. We use data from the
national component to estimate OBRA's effect on national case-
loads and outlays. We use case record data from the in-~depth
evaluations to provide information on cases affected, changes in
earnings and AFDC use patterns, and the characteristics of the
AFDC caseload before and after OBRA. Finally, to address changes
in the economic well-being and general circumstances of the work-
inv families who lost AFDC in our five sites, we use the informa-
tion garnered from in-person interviews. We plan more detailed
analyses to investigate many of these topics further and to
examine whether OBRA has had an effect on the composition of
households. 1Information is also forthcoming on reasons for
movement on and off the AFDC rolls and changes in housing
and child-care arrangements for cases that lost AFDC
eligibility.

To obtain a comprehensive picture of the effects of OBRA's
changes to AFDC, it is necessary to ccnsider findings from both
the national and in-depth components of the study. Here, we
first present the results from the national component regarding
OBRA's effects on AFDC-Basic caseloads and outlays. Having
ascertained that caseloads and outlays declined after OBRA's im-
plementation, we then summarize the highlights of our in-depth
evaluations in the five sites in order to provide information on
the rate at which cases cut from the AFDC rolls by the 1981
changes returned to AFDC and on the different ways in which AFDC
use and earnings patterns changed.

The most challenging part of our study was in providing in-
formation on the economic well-being and general circumstances of
the families who had been working but lcost AFDC eligibility be-
cause of OBRA. We used intensive tracking procedures that en-
abled us to obtain interviews from 73-88 percent of our sanmples.
To our knowledge, these interview completion rates are higher
than those of any similar studies to date., This portion of our
study probably brings the greatest amount of new information to
bear on the results of the OBRA changes to AFDC. As requested by
the Committee, we did not obtain comments from the U.S. Depart-
ment of Health and Human Services on the results of our initial
analyses, Our review was performed in accordance with generally
accepted government auditing standards.

HIGHLIGHTS OF OUR FINDINGS
FROM THE NATIONAL COMPONENT

Several months after the OBRA changes to AFDC, national
AFDC-Basic caseloads had decreased and so had outlays, compared
to what they would have been without OBRA:

--We estimate that 493,000 fewer cases were open in an aver-
age month. This is in the context of approximately 3.6
million cases active in the month prior to OBRA.
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--We estimate that outlays were $93 million less in an aver-
age month. This is in the context of a monthly outlay ex-
ceeding $1 billion prior to OBRA. '

--There is some indication that both of these effects are
not permanent but eroding over time. More data are needed
for a longer time period after OBRA's implementation to
determine whether the effects are lessening. We plan to
examine this question in the future.

HIGHLIGHTS OF THE FINDINGS
FROM THE IN-DEPTH EVALUATIONS

We analyzed the data from each of the five sites separately,
so that we could identify any patterns they share. Differences
between the sites may reflect state program variations, such as
need standards and payment levels. For example, Boston, Milwau-
kee, and Syracuse pay relatively high AFDC benefits while in com-
parison Dallas and Memphis pay low AFDC benefits.

--Overall, the OBRA changes affected working AFDC recipients
disproportionately. Large percentages of AFDC earner
cases (that is, cases that included workers) were either
closed or had their AFDC grants reduced: 39-60 percent of
the cases were closed and an additional 8-48 percent of
the cases were given reduced grants. The comparable
figures for nonearner cases are 1-12 percent closed and an
additional 1-6 percent reduced. Because earners make up
only a small proportion of the entire AFDC caseload,
OBRA's overall effect on the total caseload is only 7-14
percent cases closed and 1-11 percent cases reduced.

--The average monthly AFDC dollar losses for closed earner
cases were substantial: $71 to $74 in Dallas and Memphis
and $156 to $198 in Boston, Milwaukee, and Syracuse. For
reduced cases, the average monthly AFDC dollar losses were
$46 to $§52 in Dallas and Memphis and $110 to $137 in Mil-
waukee and Syracuse. (Data were not available for Boston.)

~--Many earners who lost AFDC in the sites paying higher
benefits reported that they simultaneously lost food stamp
benefits, probably because OBRA also tightened eligibility
rules for the food stamp program. For example, in Syra-
cuse 79 percent of the clogsed cases containing earners re-
ported that they had been receiving food stamps prior to
OBRA, with an average grant of $81, and 72 percent of
these lost food stamps when they lost AFDC.

These findings show large losses for AFDC earners. The sub-
stantial number of earner cases affected by the changes that OBRA
made to AFDC and the food stamp program confirms the need for
more information on whether changes occurred also in dependence
on welfare and in work effort and on whether the general circum-
stances and economic well-being of these families were affected.
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--In general, our data indicate that most earners who lost
AFDC benefits did not quit their jobs and return to AFDC.
Twelve months after OBRA's implementation, only 7-18 per-
cent of these cases were back on the AFDC rolls. It is
also true that most of those who returned were no longer
working. If return rates are calculated for those who re-
turned at any time in the year after COBRA, the rates are
somewhat higher, at 11-30 percent across the five sites.

--In looking at patterns of AFDC use for all cases in our
base-period and OBRA-period samples, we found that a sig-
nificantly larger proportion of the OBRA-period earner

] cases than base-period earner cases were closed a year

later. Yet there was only one significant difference be-~-

tween these samples in the percentage of earner cases on
the rolls and without earnings a year later. This sug-
gests that working AFDC recipients were no more likely to
stop working and increase their reliance on AFDC wfter

OBRA's implementation than they were in the prior year.

Further analyses suggest that the differences in the use

of AFDC for the OBRA~period and base-period earner cases

stem directly from the eligibility and benefit calculation
changes in OBRA rather than from behavioral responses
among the recipients. For nonearners, the pattern of AFDC
use was generally the same for the base-period and OBRA-
period samples, although in the OBRA period there were
slightly fewer open cases that had earnings a year later.

The following information on the general circumstances and
econonmic well~-being of workers who lost AFDC is drawn from inter-
views conducted in August-December 1983, in which they reported
their current situation and their circumstances before losing
AFDC.

~=All these families were categorically eligible for Medi-
caid while they were receiving AFDC, but few were re-
ceiving Medicaid or any other form of government-
subsidized health care at the time of the interview.
The differences in private health insurance coverage are
pronounced: in Dallas and Memphis, about 25 percent of
the respondents had private coverage for themselves or
their children, while in Boston, Milwaukee, and Syracuse
the figure was 57~61 percent. Approximately 60 percent of
the respondents in Dallas and Memphis had no coverage at
all for themselves; a comparable number in Dallas had no
coverage for their children. 1In Memphis, children in 50
percent of the families lacked health insurance coverage.

--The respondents in four sites, particularly in Milwaukee,
reported the occurrence of various hardships significantly
more often after OBRA than in the 2 years before. For
example, they more frequently reported having to borrow
$50 or more from friends or relatives. In three sites,
they more frequently reported having to get food from a
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charity and running out of food and having no money co buy
more. The three sites where respondents ran out of focid
more often were the sites where the greatest percentages
lost food stamp benefits when they lost AFDC benefits--
Boston, Milwaukee, and Syracuse.

--As for employment, 77-88 percent of the respcndents were
employed when we interviewed them in Boston, Milwaukee,
and Syracuse, but in Dallas and Memphis the figures were
lower, at 63 and 69 percent. Many of those who were in
the labor force had increased their average monthly earn-
ings (even after an adjustment for inflation), but 11-32
percent reported decreases in earnings, compared to their
situation before OBRA. Only in Boston was there evidence
of a significant increase in the number of hours being
worked.

--All sites show a similar pattern of loss when the monthly
income of the respondent is compared for the period before
the loss of AFDC and the time of the interview. The
respondents' income from any earnings and AFDC and food
stamp grants was significantly lower--$115 to $229 a month
less, in constant dollars. Thus, even though earnings in-

‘ creased for many who remained in the labor force, the re-

i spondents as a whole (including those no longer working)

apparently did not make up the entire loss of income from

AFDC and food stamps by working.

--Our comparisons of the respondents' income before and
after OBRA do not include the resources of household mem-
bers other than the respondents, and there is some possi-
bility that additional resources may have been available
to them. However, at the time of the interview, the aver-
age reported monthly household income (including the
earned and unearned income of all household members) was
lower than the 1983 OMB poverty level for 28-41 percent
of the families in Boston, Milwaukee, and Syracuse; in
Dallas and Memphis, it was 75-86 percent.

We hope that you find our more detailed breakdowns useful
and interesting. We plan to continue with our analyses, and we
hope to provide you with additional information in the future.

Sincerely,

Lo Tl QS

Eleanor Chelimsky
Directnr

Enclosure
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On June 15, 1982, the House Committee on Ways and Means
requestea that the U.S. General Accounting Office evaluate the
effect of changes the Omnibus Budget Reconciliation Act oi 1981
{OBRA) made to the Aid to Famil.es with Dependent Children {AFDC)
program, This document is a factual summary of the initial find-
ings of the evaluation, 1In this statement, we outline the evaliu-
ation design, describe how the evaluation was conducted, and pro-
vide tables showing the results of the initial analyses. A more
comprehensive report is forthcoming.

THE OBJECTIVES OF THE EVALUATION

The AFDC program includes AFDC-Basic, a program that pro-
vides assistance throughout the states to needy children without
able-bodied fathers at home, and AFDC-UP, a program that provides
assistance in 23 states to needy children in two-parent families
in which the principal wage earner is unemplcyed. Because the
two programs have different rules and bhecause AFDC-UP makes up
only a small propotrion of the national caseload, we limited our
evaluation to AFDC-Basic. We also excluded foster-—-care cases.
All further references to AFDC in this document are to the AFDC-
Basic program, unless otherwise noted.

The 1981 OBRA legislation made substantial changes in the
AFDC program, particularly regarding the earned income of working
welfare recipients. These changes were aimed at reducing costs
and creatirg disincentives to "welfare dependency.” For example,
OBRA imposed a 4-month limit on eligibility for an existing pro-
vision in which the first $30 of earned-income ard cre-third of
the remainder were disregarded. This “S$30+1/3 earned-incoue
disregard" was viewed when it was implemerted in 1449 as an i
centive for welfare recipnients to work, because it reduced the
"welfare tax" on earnings from 100 percent t» 67 percent, bat
proponents of the 1981 OBRA changes viewed the $30+1/3 provision
as a failure. 1In 1981, this provision and other rules of the
AFDC program were sez2n as fostering rather than discouraging de-
pendence on welfare. Therefore, to reduce federal costs and to
direct resources to the most needy, the rules were generally
tightened.

Of the 22 provisions in OBRA on the AFDC program, the 6 that
are nmost relevant to our evaluation are

--the limitation of gross income to 150 percent of the state
need standard,

--the calculation of the 330+1/3 earned-income disregard on
net rather than gross income and its restriction to 4 con-
secutive months of employment,

--the placement of a $73-ceiling on work-expense deductions
for full-time employment,

[ IR WA it
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--the placement of a $160-ceiling on the child-care expense
deduction for each child,

--the inclusion of the income of stepparents, and

--the limitation of assets to $1,000.

The Committee on Ways and Means asked us to provide
information on the following:

1. the effect of OBRA changes to AFDC on national case-
loads and outlays;

2. the percentages of AFDC "earner" and "nonearner"”
cases affected by the various changes OBRA made to
AFDC;

3. changes in the earnings patterns and the use of
welfare among individuals who were removed from the
AFDC rolls:

4, the demographic and income and other resource character-
istics of AFDC families before and after OBRA and their
movement on and off the AFDC rolls;

5. OBRA's effect on the composition of families and house-
holds; and

6. the economic well-being and general circumstances of the
individuals and households who were removed from the
AFDC rolls and, to a lesser extent, of those whose bene-
fits were reduced,.

These issues were generated from three concerns the Commit-
tee expressed about the changes OBRA made to the program. The
first is what has occurred nationally as a result of OBRA with
respect to AFDC caseloads and outlays. The second is whether
changes such as the time limit on the $30+1/3 earned-income dis-
regard and the 150-percent limit on gross income, and the poten-
tial loss of Medicaid with the loss of AFDC, cause families to
decide not to work and to rely totally on AFDC. The third is
whether the changes in OBRA have affected the well-being of fami-
lies who lost AFDC or received reduced AFDC benefits, regardless
of OBRA's effect on their dependence on welfare,

THE EVALUATION DESIGN, SCOPE,
AND METHODOLOGY

The design of our evaluation of OBRA's effect on AFDC has
two major components: (1) a national component that has two data
sources--a survey of all state welfare agencies and AFDC program
data from the U.S. Department of Health and Human Services (HHS)
--and (2) an in-depth component, in which we conducted separate
in-depth evaluations of OBRA's effect on individuals and families
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at five sites: Boston, Massachusetts; Dallas, Texas; Memphis,
Tennessee; Milwaukee, Wisconsin; and Syracuse, New York.

The national component

We surveyed all state and territorial welfare agencies, ask-
ing for information on the timing of the implementation of the
OBRA changes, the implementation procedures that were used, offi-
cial views of which provisions had the greatest effect on case-
loads and outlays, and the legal challenges that were encoun-
tered. We requested further information on changes in the state
AFDC program to such elements as need standards, payment stand-
ards, liquid-asset limits, and practices regarding child-care
expenses. We received responses from all 50 states, the District
of Columbia, Puerto Rico, and Guam. To this information we added
monthly data on the national AFDC-Basic caseload and outlays
from January 1973 to June 1983, which we obtained from archival
sources published by HHS and from the Office of Research and
Statistics in the Social Security Administration. From the sur-
vey and the program data, we reviewed the implementation of OBRA
and estimated its effect on AFDC-Basic caseloads and outlays
nationwide,

The in-depth evaluations

To ascertain OBRA's effects on AFDC families, we conducted
separate in-depth evaluations at five sites rather than execute a
national evaluation., There were four factors in this decision.
(1) We anticipated that the effects of the OBRA changes would
vary geographically because of differences in state AFDC programs,
such as their payment levels. (2) The states differed in when
and how they implemented the OBRA changes. For example, some
terminated AFDC eligibility for recipients but then faced legal
challenges that required them first to reinstate cases and then
repeat the termination process. (3) Confining our data collection
to discrete geographic areas made gathering detailed data from
case records and interviews more feasible., (4) Constructing re-
presentative samples of earner and nonearner AFDC cases required
monthly caseload listings that indicate the presence or absence
of earned income, and these were not available in every state.

The sites

In selecting sites, we made an effort to choose areas that
differad in AFDC payment levels, implemented the changes with
relatively little difficulty, and did not have large increases in
unemployment over the study period. We avoided states where the
AFDC need standard was greatly increased close to the time of the
implementation of OBRA. Increasing the need standard could par-
tially offset the effects of the 150-percent gross~income limit,
and we wanted to look only at sites where the full effects of the
major changes would be manifested. Table 1 on the next page con-
tains descriptive information on the five sites we selected. Our
data on AFDC recipients in Dallas, Memphis, Milwaukee, and
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Syracuse are from county AFDC caseloads. Since special monthly
reporting demonstrations were under way in some Boston welfare
offices, we confined the Boston evaluation to three city welfare
offices--Church Street, Grove Hall, and East Boston.

Table 1

Description of Sites

Site
Characteristic Boston Dallas Memphis Milwaukee Syracuse
OBRA implementation 10/81- 10/81- 10/81- 1/82- 1/82-
windowP 3/82 2/82 2/82 2/82 5/82
AFDC payment standard $379 $116 $122 $444 $351
(3-person l.ouseholid
Septermber 1980)
AFDC need standard $379 $155 $179 §£522 $351
(3-person household
September 1980)
AFDC administration State State State County County
Medically needy Yes No Yes Yes Yes
program
AFDC-UP program Yes No No Yes Yes
Unemployment rates
SMSA
1980 5.1% 4.4% 6.1% 6.2% 7.3%
1¢81 5.9 4.6 8.2 7.4 6,9
1982 6.7 5.7 9.7 10.5 8.0

38Boston is the only site where the samples are not representatiye
of the county. To avoid overlapping special demonstration proj-
ects, we drew the Boston sample from three city welfare offices
-~Church Street, Grove Hall, and East Boston.

PThe months during which the major OBRA 1981 AFDC changes were
initially applied to the caseload. 1In general, this is a 5- or
6~month period encompassing the limit on gross income to 150
percent of the state need standard and the loss of the $§O+1/3
earned-income disregard after 4 continuous months. In Wiscon-
sin, the implementation window is only 2 months because in
January 1982 Wisconsin began terminating cases because of QBEA.
However, the 4-month period for the $30+1/3 disregard provision
was started in October 1981; thus, cases losing AFDC eligibility
for this provision came off the rolls in February 1982, 1In
Boston, the window was lengthened to reflect large numbers of
cases for which the first month off the rolls was March 1982.

10

_J_-—-..-.----.-------i-.-_----' = 2 T ST e m—nd



---u-Illl--llll----u-.---q.....,-_r_f

ENCLOSURE ENCLOSURE

The data collection

At the five sites, we reviewed case records and interviewed
persons who lost AFDC because of OBRA. We formed six study
groups at each site by sampling the case records of earner and
nonearner AFDC recipients at three points in time: 13 months
prior to OBRA's implementation, called "base-period" groups; 1
month prior to OBRA's implementation, called "OBRA-period"
groups: and 11 months after OBRA's implementation, called "post-
OBRA" groups. We designated cases recorded as having had earn-
ings on the first of the sample month as "earners" and called all
other cases "nonearners.”

Recause working AFDC recipients constitute only a small pro-
portion of the entire AFDC-Basic caseload, we oversampled earners
at all three time points. For the base~period and OBRA-period
groups, we recorded 13-month~-long AFDC histories, beginning with
the sampling month, in order to compare welfare participation
patterns. For the post-OBRA group, we collected 1 month of data
on types of assistance and demographic characteristics in order
to address questions of differences in caseloads before and after
OBRA's implementation.

For all sites, we wanted samples of 400 earners and 250 non-
earners for the base and OBRA periods and 150 earners and 150
nonearners for the post~OBRA period. Computerized records made

Table 2

Sample and Estimated Universe Sizes
for Case Record Reviews by Sited

Case review Boston Dallas Memphis Milwaukee Syracuse

Base period

Earners 992 387 371 778 437
(992) (606) (1,160) (5,448) (754)
Nonearners 507 250 238 501 263

(7,129) (8,848) (18,456) (22,569) (4,494)

OBRA period

Earners 1,171 394 385 817 425
(1,171) (495) (1,061) (4,904) (660)
Nonearners 507 256 241 509 267

(7,147) (9,478) (18,824) (24,421) (4,835)

Post-OBRA period

Farners 321 73 141 333 143
(321) {250) (283) (1,664) (319)
Nonearners 304 148 148 300 158

(6,721) (8,741) (17,738) (25,203) (5,050)

ANumbers in parentheses are estimated universe sizes.
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it possible to increase the sample sizes in Boston and Milwaukee.
Table 2 lists the final sample sizes and their respective
universes.

Our interviews at the five sites were conducted with a ran-
dom sample of individuals who had been working and receiving AFDC
benefits when the OBRA changes occurred and who lost AFDC eligi-
bility during the "implementation window" indicated in table 1.
The implementation window is a period of 2 to 6 months, depending
on the site, during which the major changes OBRA made to earned-
income rules were applied to the local caseload. Our interview
samples were drawn from cases in the OBRA-period earner group
that were identified by the case~record review as having lost
eligibility because of OBRA. We attempted to complete at least
130 interviews at each site. A contractor, Market Facts, Inc.,
conducted the interviews, paying respondents $10 each as an in-
centive to participate. The response rates were 73-88 percent
and are explained in table 3.

Table 3

Interview Completion Rates by Site

Boston Dallas Memphis Mi lwaukee Syracuse

Original sample 175 158 165 165 168
Unable to locate 17 14 13 9 7
Refusal ' 25 6 20 17 12
Deceased -— 1 -— -- -
Incarcerated - - -~ - 1
Not qualified - 2 - 1 -
Moved away, could 5 2 5 5 1

not interview o _— o o .

Completed interviews 128 133 127 133 147

Response rate 73% 84% 77% 81% 88%

SOURCE: Market Facts, Inc.

The design's limitations

Oour design strategy for the in-depth evaluations reflects
the priorities of the issues we were asked to address and the
practical considerations of data availability and time. We will
discuss the design's strengths and weaknesses in Jdetail in the
forthcoming report, meanwhile noting the following limitations.

1. Although the consistency of our findings across five

sites gives us confidence in their general applicability, we can-
not generalize from five areas to the nation.

12
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; 2. nNur base-period case dynamics provide an essential per- !
f spective on the case dynamics in the OBRA period, but the utility

I of comparisons between them depends on how accurately the l-year

base-period represents the dynamics for several years before

OBRA. We found it infeasible to construct additional base-period

samples to investigate this question.

3. The utility of comparisons between the base-period and
OBRA-period samples depends further on how well we excluded fac-
tors other than OBRA that might have influenced case dynamics in
the OBRA period. We chose sites carefully to avoid or minimize
the influence of changes in state AFDC need standards and deteri~
orating economic conditions. However, our design does not permit
a separation of these and other factors from the results of our
initial analyses.

4, Our study is confined to the effects of OBRA on AFDC
cases that were active when OBRA was implemented and, therefore,
eligible for benefits under the earlier program rules. We made
no effort to investigate OBRA's effects on case dynamics in the
post~0OBRA period.

5. Our interview data are from the reports of individuals,
and statements about AFDC grants, food stamp grants, earnings,
and so on were not verified against program records, pay stubs,
or other documentation. However, we did check for inconsisten~
cies within each interview and coded questionable items as
"missing."

THE RESULTS OF THE INITIAL ANALYSES

The information we present here represents only the initial
round of analyses of three very comprehensive data sets. We have
analyzed the national component of the study to provide informa-
tion about the states' impiementation of OBRA's changes to AFDC
and the national effect on caseloads and outlays. We have ana-
lyzed case records and interview data from cur in-depth evalua-
tions to address the questicns about the percentages of cases
that have been affected, earnings and welfare use patterns, char-
acteristics of the AFDC caseload before and after OBRA, and the
general circumstances and economic well-being of working families j
terminated from AFDC. We plan further and more detailed analyses \
to investigate these and other issues in greater depth, including i
whether the OBRA changes to AFDC were followed by changes in the
composition of households, the reasons that have been recorded
for movement on and off the AFDC rolis, and changes in housing
and child-care arrangements for the cases that lost AFDC
eligibility.

The national component

In table 4 on the next page, we list the 22 OBRA provisions
on AFNDC and the months the states report having implemented
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them, For 70 percent of the states, implementation of the
provisions on gross income, earned income, dependents, and preg-
nancy was completed between October 1981 and February 1982. How-
ever, the states began implementation at different times through-
out a 6-month period, and 13 percent did not begin implementation
( before January 1982. The monthly reporting and retrospective

| budgeting provisions also tended to be implemented relatively

' late., Fifteen states reported having had to contend with legal
challenges to their implementation of the OBRA provisions,

Some states reported that they compensated for the antici-
pated effects of the OBRA provisions, For example, 6 states re-
ported having raised their need standards in direct response to
OBRA. Raising thce need standard partially negates the provision
that limits eligibility to cases that have gross incomes of less
than 150 percent of the standard. Some states reported that they
used state funds to cover cases rendered ineligible for AFDC
under the provisions on third-trimester pregnancy and dependents
18-21 years old.

We asked the states to name and rank the five OBRA provi-
sions that have had the greatest effect on the size of their AFDC
! caseloads and total payments. For caseloads, the states cited
i the provisions on income--the 150-percent gross-income limit,
earned income,; and stepparent income--most frequently. The 150-
percent gross-income limit was usually ranked first for both
caseloads and total payments. We summarize these rankings in
appendix I.

We obtained HHE monthly time seriss data on the national
AFDC-Basic caseload and total federal and state dollar outlays
(that is, payments) for January 1973 through June 1983 in order
to estimate OBRA's effect on them, We used auto-regressive inte-
grated moving average (ARIMA) modeling techniques, which predict
recent or future observations from earlier time points. In this
statistical procedure, when some intervention is known to have
occurred, such as the OBRA changes to AFDC, the size of the esti-
mated effect is the difference hetween actual observations after
the intervention and observations forecast by the ARIMA nodel ot
what would have happened in the absence »f the intervention. The
ARIMA procedure allows the incorwmoration of additional time
series when they would improve its forecasting ability. Figures
1 and 2 on pages 16 and 17 show the results of these analyses,

Figure 1 shows the actual national AFDC-Rasic caseload from
January 1973 through June 1983, Following a period of steady jin-
crease through 1975, the caseload leveled off and even declined
slightly through mid-1979. Then it began again to rise steadily
and continued to increase until 6 months prior to OBRA. Immedi-
ately after the states began implementing the OBRA AFNT provi-
sions, the caseload dropped dramatically, reaching a level in
June 1982 that was 337,000 cases less than the level in September
1981,

15
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We developed an ARIMA model of caseload size that was based
on the assumption that, because of OBRA, the caseload would grad-
ually decline and then level off. The model took into account
the number of women reported by the Bureau of Labor Statistics as
unemployed and maintaining families. (In appendix II, we give a
more detailed explanation of our modeling strategy and statisti-
cal analyses.) The forecasts of the AFDC-Basic caseload from
this model are also plotted in figure 1. Given this analysis, we
estimate that in the short term OBRA decreased the monthly AFDC-
Basic caseload by 493,000 cases, compared to what the caseload
would have been in the absence of OBRA.

We are less certain about the long term. Figure 1 shows
that, in later months, the time series data indicate the actual
caselcad as somewhat higher than what the model predicted.

This suggests that OBRA's effect on the caseload may be
eroding. This interpretation assumes that the model operates
equally well in the post-OBRA period.

Figure 2 shows the actual national AFDC-Basic outlays (in
current dollars) from January 1973 through June 1983, Unlike the
caseload, outlays rose fairly steadily during the entire period
preceding OBRA, with some marked increases at yearly intervals
beginning in mid-1979. The implementation of OBRA was clearly
followed by a decrease in AFDC outlays, although the decrease
was not as dramatic as that for the caseload. Average monthly
outlays decreased $75.7 million from October 1981 to June 1982,

The general tendency of AFDC outlays to increase over time
must be considered in estimating OBRA's effect. The ARIMA model
we used (described in appendix II) gave us an estimate of a
monthly average decrease of $92.8 million. Again, however, there
is a divergence in the later months between actual outlays and
the model's prediction, which suggests that OBRA's effect on
costs may also be eroding. More definitive conclusions on OBRA's
long-term effects on both caseloads and outlays would require at
least 12 additional months of data.

The in-depth evaluations

In analyzing the data from the five sites, we treated each
site as an independent evaluation. We have displayed our find-
ings from the initial analyses in parallel. This helps reveal
any patterns among the sites. The patterns may reflect state
variation in the AFDC program, such as ways in which different
state AFDC need standards and payment levels shape the character-
istics of local AFDC caseloads. For example, Tennessee and Texas
pay lower AFDC benefits than most of the other states, while ben-
efits in Massachusetts, New York, and Wisconsin are relatively
high. 1In the remaining sections of this document, we present our
initial findings from the in-depth evaluations. We first conc-n-
trate on our analyses of the case record data and then summarize
what we know about AFDC earners who lost AFDC eligibility because
of OBRA.
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Table 5

Percentage of Cases Closed or Reduced
Because of OBRA During the Implementation
Window by Sited

Cases Boston® Dallas Memphis Milwaukee Syracuse

Farner

Closed 60.0 56.8 54.9 38.6 40.2

Reduced -- 7.8 16.7 48.0 35.4
Nonearner

Closed 2.8 l11.6 9.9 0.8 2.2

Reduced - 0.8 5.8 3.5 1.2
Total caseload

Closed 10.8 13.9 12.3 7.1 6.9

Reduced ~- 1.1 6.4 10.9 5.4
3These figures do not reflect all case terminations: in four

of the five sites, some provision was not implemented during
the implementation window. Cases that initially had their AFDC
grants reduced and that were subsequently closed within the
implementation window appear throughout the analyses as
terminations.

bBecause there are no special OBRA termination codes for the Bos-
ton data, the number of OBRA terminations is based on the com-
parison of frequencies of closing codes in the prior year with
those in the OBRA period. A small number of the Boston case
closings may stem from normal attrition. It was not possible
to estimate the number of Boston OBRA grant reductions.

Closings and reductions of AFDC
cases because of OBRA

The case record data from the five sites reveal that, as ex-
pected, the OBRA changes affected workina AFDC recipients dis-
proportionately in relation to recipients who were not working.,
Table 5 shows that 39 to 60 percent of the ORRA-pariod earner
cases~-those with earnings in the sample month--were closed be-
cause of OBRA during the implementation window while only 1 to
12 percent of the nonearner cases were closed.! Similarly, AFDC

lin determining the percentages of closed and reduced cases, we
counted cases as closed if they were closed because of OBRA at
any time Auring the OBRA inplementation window, regardless of
whether they were previously reducel by OBRA. Thus, the cate-
gories of "closed cases" and "reduced qrants" are mutually
exclusive. It was not possible to letermine the percentage of
cases in Boston receiving reducel grants bhecause of OBRA.
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S
/
grants were redu;ﬂé for B8 to 48 percent of the earner cases
because of OBRA .while grants were reduced for 1 to 6 percent of
the nonearner .£ases. FEarners are a small proportion of the AFNDC
caseloadi; coﬁ%equently, the combined percentages in all the sites
ranged bzgw%en 7 and 14 percent of the caseload closed and bhe-
tween i/ nd 11 percent reduced.
'

“Differences among the sites reflect, to a degree, differ-
eifCes in state need and payment standards. 1In a state with a
~high need standard, the OBRA gross-income limit of 150 percent :
of the state need standard may not affect cases with relatively i
high income. In the sites with lower need and payment standards, '
earners are much more likely to have their grants discontinued :
than simply reduced. For example, a three-person household with i
a monthly income of $560 would pass the 150-percent test in BRos-
ton, Milwaukee, or Syracuse but would fail it in Dallas or Men-
phis. 1In Syracuse and Milwaukee, the sites with the highest
benefits in our study, the percentages of earner cases given re-
duced grants were 35 and 48 percent, respectively. In Dallas and
Memphis, with the lowest benefits in our study, 8 and 17 percent
of the earner cases were reduced.

Because of the relatively small percentages of case closings
and reductions for nonearners in the caseload--and, therefore,
our small sample sizes for nonearner cases--we display the speci-
fic reasons for OBRA's closings and reductions only for the
earner cases. Provisions on the treatment of income account for
most of the closings and reductions of earner cases in our study,
as tables 6 and 7 show (table 7 is on page 22). Percentages do
not add to 100 in all sites because a few cases could not be
placed in specific classifications.

More than 90 percent of the earner cases were closed in each
site because of three OBRA changes: (1) the 150-percent gross-
income limit, which closed most of the cases, (2) the 4-month
limit on the $30+1/3 earned-income disregard, and (3) the other
earned-income provisions—--the work-expense limit, the child-care
expense limit, and the application of the $30+1/3 calculation to
net rather than gross income. The $1,000-asset limit, the third-
trimester pregnancy limit, and the counting of stepparent income
had relatively little effect. However, not all these other pro-
visions were implemented during the implementation window.

More than 85 percent of the OBRA reductions to earner cases
in each site were caused by the 4-month limit on the $30+1/3
earned-income disregard and the other earned-income provisions.
Cases that were first reduced and later closed because of OBRA
during the implementation window are classified here as closed
cases.

Firm conclusions on the effect of each provisinn on closinas

and reductions cannot be made confidently from the data for sevar-
al reasons, including the order and timing of the implementation

20




*yado 03 aotad eviaoead pgay 23e3s Jo 3aevd sem uolstacad ayl,

ENCLOSURE

*mopuTM uoTyejUBWeTdwT 2y3 HuTinp IOS3II2 Ul 20U sem uotsiacad Bylg

*suotsTaold swooul-pauled pue

ITWIT Pwodouil-ssoab juspiad-ggT 2Y3z burturiquoo Aiobsied e ul papiodal usaq aaevy
shuTso7o osep 3say3l TIe ‘9103239Y3 {sPUTSOTO 9sed @sayil 103 aTqIsuodsai diam
SUOTSTa0ad swoouTl YHEO 2U3 JO UDTUM DUTUTWISIBp I0F dTgeTTeavr JOU 2adM BIe(p

(A} 4 9°8¢ 6" VS B"9¢G 0709 oydwes 3O g
0 0 0 0 a UCTSNTOXd I3XTIS
0 q vl v°0 a swoouT 3jusarddels
21 o) 1 6°0 Sz sauapuadap pTOo-1K-1Z-81
0 8't 0 0 o FTWIT 3I8Sse 000 ‘14
2°0 o 0 0 a putbeisae wns-cunr 2
q 0 0 v o Q 3TpaAd XB3 SwoduI-psuley
FTWTY
0 0°1 0] a a Aoueubsad 1e3sawTII-pig
ITWIT 2XIO-PTTIYD (91§
ITWTT @suadxa-3iom ¢r¢
39U UO uoT3RINDIEY
G ¢t L 6t v 6°0 \ suoIsTa0xd SwodUT-paUlIET
S'€8 £°6 8°GL B8°88 el ' ¥8 | 2TWIT PWODUT-SS0Xb %0GT
paebsaasip awodutl
Z°11 72°'9% 0 %1 '8 p gl -paulee UG ITWIT UYIuouw -y
(oL1=u) (s1e=u) (Loz=u) (gTT=u) (eoL=U)
asnorilsg a3y nemT IW styduen set1ied uo3sod UoIsiaoad

93TS pu® UOISTAOId V340 Aq
posOTD s9se) Jauied oised-Dd4y¥ JO °obelzuddiad

ENCLOSURE

9 3T1d®L




x
z
2
3,
z
<9}

*YHE0 03 JoT1ad aot13joead DAAV @3e3s JO 3aed sem uoisiaoad 3Ulg

*uoTstaoad sTy3l JuswaTdwl 30U PIP 23€3S auLy,

*piebaasip swoduT-poUIRD dYF UT Sabueyd JO ISNEDIQ SUOTIONPII SPNTOUT S8SED TTV,
*MOpPUTMA uOoTI3ejuawaTdwT dYl bulanp 3083I8 UT 30U sem uolsiaocad ULy

*SUOT3IONPaI juelb Y¥gO uo3}sOod JO aaqunu 3yl 23ewllsd 03 a1qrssod jou sem JIp

vegE 0° 8% L*91 8°L -- a7dues jo g
0 q 0 0 - awoout 3jusaeddaig
0 = €°9 €' €T -- s3juspuadsp pTO-1A-1Z-81
L'O D 0 0 - JuswAed wnwiutw Q1$ Q
) 0 o) 0 - butbeasar wns-dunty
q 0 0 0 - 3ITpPaao Xe3l dwodul-pauaey
ITWTY
0 50° 1 1°¢ a - Aoueubsad as3ysswtal-pig
ITWIT SILD-PTIYD 0913
ITWTIT dsuadxo-daom ¢/§
39U uUO uoTIjerTnoTED
0°2s 1°9L 8°9¥ 9°9¢ - suoTsTaoad aswodul-pauiedy
paebsaasTp Swoout
£ ab 8 ¢ TANA 0°0¢ - -paures Uuo JITWIT Yuouw-y
(8y1=u) (Teg=u) (v9=u) (og=u)
asnoeilkg S9N neMTIW sTyduon serT1eq guo3sod uUotstaOlg

931S puR UOTSTAOId ViE0 AQ
paonpay sase) asuaey olsed-OdJdV¥ FO S8bejuadasd

L @Tdel




ENCLOSURE ENCLOSURE

of the 22 provisions, interactions anong the earned-income
provisions, and our attribution ot clnsings and reductions to
specific classifications of provisions. For example, the inter-~
action of the change in the $30+1/3 gjrant calculation on net
income and the limits on work «xpenses and child-care expenses
led us to consolidate these provisions inte the single category
"earned-~income provisions." The change in grant calculation
affects all recipients with work expenses and child-care expenses
because these expenses are deducted from gross income in order to
determine the net income from wihiich the $30+1/3 disregard is
calculated. The limits on work expenses and child-care expenses
may be insufficient to close some cascs, bat when these limits
are combined with the smaller $30+1./% disregard (smaller because
it is calculated on net rather than yr.os3s income), a case may
still be earning more than the state payment standard and there-
fore be closed. These provisions interact for reductions also,
making it Jdifficult to determine how nuach of a reduction should
be attributed to a particular ORRA (rovision,

It is easi2r to ascribe closings =0 the end of the S33+]1 73
disregard or to the 150-percent gross-income provision, ! ot '

timing of the implementation of these provisions atfe s o ooacla-
sions about their separate effects. ¥or example, = i 11714
on the $30+1/3 disregard was not reached until after - st 0 00
other provisions relevant to our study hadl been i le-eren i o
that cases closed or reduced because of the 4-month 11710 e
relatively easy to identify. However, the percentadqes .oy s -
ing the frequencies with which cuases wevre either closed v -
duc=d because of the 4-month limit on the - iracd-1income diave rard
reflect the fact that, in order to face thiis Hrovision'az ek, o
case would have to have survived the other 1ncome provisions
first. 1In addition, because we classifled reduced Ccuases [ the
first reduction in them after OBRa, the reported percentaies of
reductions from this provision =xciuic the cases that were previ-

ously reduced by other OBRA provisions,

The reasons we report for the closing of cases differ by
site, partly because of differences in the order in which the
provisions were applied. 1In sites where the 150-percent gross-
income limit was avplied before all the other earned-incone pro-
visions, including Dallas, Memphis, and Syracuse, cases areo
clearly identified as closed because of this provision. (Iadeed,
a welfare agency would not seek further reasons for closing such
cases,) In Milwaukee, however, cascs were not subjected to the
150-percent income test unless they remained eligible after the
other earned-income provisions had been applied. Therefore, many
more Milwaukee cases were closed because of the earne.d-income
provisions, and many fewer were closed hecause of the 150-percent
gJross—-income test, than in the other sites. Moreover, Milwau-
kee's relatively high neced standard--$556 for a three-person
household when 0OBRA was implemented--mecans that fewer cases
failed the 150-percent test. To fiil, a three-person household
had to have had a monthly income in excess of $834,
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llar losses for earner

-ave- closed and reduced

™k AFDC "dollar loss" for each case is the amount by which
its monthly grant was reduced either because the case was closed
or hecause its grant was reduced during the implementation win-
dow. Dollar losses for earner cases were large, both absolutely
and relative to state payment standards. The finding confirms
the importance of the Committee's question about whether the eco-
nomic well-being of these families was affected by OBRA.

As table 8 shows, the average AFDC collar loss for closed
cases ranged from $71 and $74 in Dallas and Memphis to $156 in
Boston, $169 in Syracuse, and $198 in Milwaukee., At the time of
OBRA's implementation, the payment standard in Memphis for a
three-person household was $122, and 21 percent of the closed
earner cases had losses of $100 or more. 1In Dallas, the payment
standard was $118, and 28 percent had such losses. 1In the other
sites, the comparable figures are, in Boston, a $379 payment
standard and 69 percent of the cases; in Syracuse, a $381 payment
standard and 69 percent of the cases; in Milwaukee, a $473 pay-
ment standard and 80 percent of the cases.

Table 8

Monthly Dollar Losses of AFDC-Basic
Earner Cases by Site@

Cases Boston Dallas Memphis Milwaukee Syracuse
Closed
Average loss $156 $71 $74 $198 $169
% with loss < $25 5.2 17.4 12.4 2.2 3.6
% with loss > $100 68.5 28.3 20.7 80.4 69.0
% of sample 60.0 56.8 54.9 38.6 40.2
Reduced
Average loss b $46 $52 $127 $110
% with loss < $25 b 30.0 17.5 6.7 10.7
$ with loss > $100 b 6.7 9.5 59.3 50.0
% of sample - 7.8 16.7 48.0 35.4
Closed and reduced
Average loss b $68 $69 $164 $142
$ with loss < $25 b 18.9 13.7 4.7 6.8
$ with loss > $100 b 25.7 18.0 68.8 60.4

8rhe dollar losses represent a summation of the redactions
ascribed to OBRA in AFDC-Basic jyrant amounts during the inple-
mentation window.

Pt was not possible to estimate the number of Boston ORRA avant
reductions.
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For reduced cases, averade AFDC dollar losses tended to be
much smaller in the sites with lower payment standards than where
payment standards were higher. Reduced cases had average losses
of $46 and $52 in Dallas and Memphis but $110 and $137 in Syra-
cuse and Milwaukee. Losses of less than $25 were more frequent
in sites with lower than with higher payment standards. That is,
in pDallas, 30 percent of the reduced cases lost less than $25, in
Memphis 18 percent. 1In contrast, only 11 percent of the Syracuse
reductions and 7 percent of the Milwaukee reductions were less
than $25. Many more cases had large dollar losses, of $100 or
more, in the sites with higher payment standards~-59 percent in
Milwaukee and 50 percent in Syracuse compared to 7 percent in
Dallas and 10 percent in Memphis,

When dollar losses for closed and reduced cases are com-
bined, the amounts are substantial. The average AFDC monthly
loss for earner cases affected by OBRA ranged from $68 and $69 in
Dallas and Memphis to $142 and $164 in Syracuse and Milwaukee,
While the sites with lower payment standards had more cases that
lost less than $25 than the sites with higher payment standards
had, the number of earner cases that lost $100 or more in the
lower-payment sites was also not small--18 percent of cases
affected in Memphis, 26 percent in Dallas.

Caseload characteristics before
and after OBRA

Comparisons of selected caseload characteristics in the
sampling months before and after OBRA highlight the changes that
OBRA brought ahout in caseload composition. For example, in four
sites there was a slight decline in the proportion of cases with
earned income between the base-period and OBRA-period months but
a sharp decline between the OBRA and post—-OBRA months. The sharp
decline was expected, since several OBRA provisions were designed
to remove earners with higher incomes from the AFDC rolls. The
largest decrease was in Memphis, where 70 percent fewer cases had
earned income in the post~OBRA month (1.6 percent of the case-
load) than in the OBRA month (5.3 percent of the caseload). The
smallest decrease in earners was the 44-percent decrease in
Dallas; in Syracuse, Milwaukee, and Boston, decreases were 52
percent, A3 percent, and 67 percent, respectively.

An increase in the average AFDC grant between the OBRA and
post~-OBRA sampling months was also expected. The smaller propor-
tions of earners in the caseload after NBRA's implementation mean
larger proportions of nonearners and, thus, more cases that re-
ceive higher grants on average. Changes in payment standards
also contribatad to this increase. For example, in July 1982,
Wisconsin applied a cost-of-living adjustment to its need and
payment standards: for three-person households in Milwaukee,
the maximum AFDC payment rose 6.3 percent, from $473 to $503.

These data, which we have suamarized in table 9 on the next
page, also show that caseload size decreased after OBRA, a
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Table 9

Percentage of Caseload with Farned Income
and AFDC-Basic Average Grant and Caseload Size
in Base, OBRA, and Post-OBRA Months by Site

Month@ Boston Dallas Memphis Milwaukee Syracuse

Earned-income cases

Base 12.2% 6.4% 5.9% 19.4% 14.4%

OBRA 14.1 5.0 5.3 16.7 12.3

Post-OBRA 4.6 2.8 1.6 6.2 5.9
Average AFDC grant

Base $300 $106 $111 $368 $289

OBRA 326 106 110 399 311

Post-OBRA 338 108 120 453 330
Caseload size

Base 8,121 9,454 19,616 28,017 5,248

OBRA 8,318 9,973 19,885 29,325 5,495

Post-OBRA 7,042 8,991 18,021 26,867 5,369

Agase month = 1 year and 1 month prior to state implementation of
OBRA; OBRA month = 1 month prior to state implementation of OBRA;
post-OBRA month = 11 months after state implementation of OBRA.
For an implementation date of October 1981, these dates corre-
spond to September 1, 1980 (base), September 1, 1981 (OBRA), and
September 1, 1982 (post-OBRA).

pattern that is consistent with the caseload nationally. 1In all
five sites, the caseload increased slightly between the base-
period month and the OBRA month, but the caseload was lower in
all sites in the post-OBRA month than in the OBRA month--15 per-
cent in the three Boston offices, 10 percent in Dallas, 9 percent
in Memphis, 8 percent in Milwaukee, and 2 percent in Syracuse.

In all sites but Syracuse, the caseload size in the post-OBRA
month was actually below what it had been in the base period
month.

Rates of return to AFDC and patterns
of welfare use

In this section, we provide data on the extent to which
families who were removed from the AFDC rolls because of OBRA
("OBRA terminees") returned to the rolls and on changes in pat-
terns of welfare use after the implemeatation of ORRA. To ad-
dress these issues, we calculated return rates for OBRA-period
earner cases closed because of OBRA, compared return rates ftor
base~period and OBRA-period earner terminees (regardless of the
reason for closing), and compared the longevity of AFDC partici-
pation for all base-period and OBRA-period earners and nonearn-
ers. We restricted our analyses of return rates to earners
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because of the very small number of nonearners in our samples
whose cases were closed because of OBRA.

In all five sites, most of the earner cases identified as
OBRA terminees did not return to the AFDC rolls during the 13
nonths through which we tracked them, When we looked at the rate
at which people returned from the perspective of a single point
in time, we found that between 7 and 18 percent of the earner
cases that had heen closed by OBRA were active again one year
after our OBRA-period sampling month (see table 10 on page 28).
The majority of these open cases were recorded as not having
earnings. Lookig at the status of cases at a later point,
12-22 months after their termination, we found that in four sites
only slightly more, or 8 to 20 percent, were open. In Dallas,
slightly fewer cases were open than had been open 1 year after
our sampling month.

However, when we looked at how many cases returned through-
out the 13-month tracking period, we found that a larger percent-
age of cases returned at some time within it, at a rate of 11 to
30 percent, even if they were not on the rolls in the last month
of the tracking period. The difference at each site between the
number of cases that were open in the last month of the tracking
period and the number that were reopened some time during the
period represents cases that were closed, returned to AFDC, and
then were closed again. Looking at very short episodes of return
--2 months or less--we found little evidence of substantial num-
bers. 1In Roston and Milwaukee, which had the largest proportions
of short stays, roughly one in four of the cases that returned in
the first 11 wmonths of the tracking period stayed on the rolls
for 2 months or less before leaving again.

To get a sense of whether these return rates differed from
those that were typical for AFDC participants before the OBRA
changes, we compared the figures from the two perspectives for
all the OBRA~period earner cases closed during the months of the
implementation window, whether they were OBRA terminees or not,
with the figures for the base-period earner cases closed during
the corresponding months of the bhase period (see table 11 on page
29). In four of the five sites, the point-in-time return rate
for earner cases closed for any reason was substantially lower in
the OBRA period than in the base period; in Memphis, the rates
were similar. The results for Milwaukee differ from those for
the other sites only in the magnitude of the difference, not in
its direction,

Our figures can be directly compared with the figures in a
national study by the Resear:h ™riangle Institute (RTI) for HHS,
As the Tac right column of table 11 shows, RTI's data are paral-

lel to ours for the status of teraniaces a year after the sampling
nnth,

1sing the more dynamic perspective on return rates yields
similar rosults {or the five sites. 1In four sites, earner cases
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tTor aete g loan the OBRA period were less likely to return
faronaa the D3-nonth tracking period than earner cases that were

close ! in e ase period. The difference between the bhase-
corindt o and RA-period return rates was statistically significant
woy i Restoan and Milwaukee, partly because of the small numbers
tohase-periy! terminees in cother sites. Although our figures

-

nraoket RU1s, 2TI did not find a lower rate in the OBRA period

rarimally. "his difference may result fron the aljustment of
stinly perinds for each state to match the date when it imple-

“ente- D SHPA L and the particular restrictions that we placed on our

elestion f sites, Unlike RTI, we considered only sites in

st ites where the implementation of the major OBRA provisions was

redatively 1mnediate and direct and where changes in unemployment

noderate Jdaring the study period.

iy comparing the percentages of cases that returned only for
“hwrt o ostavs in the base and OBRA periods, one can see that in
Torir sites short stays were more common in the OBRA period. How-
soer, none of these differences were statistically significant,
since the saiple sizes for this analysis were even smaller than
*he sanple sizes for the previous one.

In table 12, we present data on changes in the patterns of
the use of APDC. We give figures on the status 12 months after
the sampling point for all cases in our base-period and OBRA-
period earner and nonearner samples. Here, of course, we are
no longer referring to return rates, because only some of these
cases were closed during our 13-month tracking period.

Generally, differences between base-period and OBRA-period
samples in percentages of cases on the rolls a year later reflect
the variations in closing rates that we discussed above. RTI's
vase-period figures, also displayed in table 12, generally stand
somewhere between our figures. That we found greater contrasts
in some sites between the percentages of earner cases closed
an? the percentages open and with earnings for the base and OBRA
periods may stem at least partly from our study design.

In all the sites, a substantially larger proportion of OBRA-
period earner cases than base-period earner cases were closel
1 year after the sample was drawn. However, in four sites, the
verentages of earner cases that were open and without earnings a
year later were not significantly different between the base and
prA periods. In Boston, a significantly smaller percentage of
2arner cases were open and without earnings in the OBRA than in
the hase period. For nonearners, there were siqgnificant differ-
2nces a year later between the base and OBRA periods in three
s5ites: in Boston, Memphis, and Milwaukee, a significantly
smaller proportion of OBRA-period nonearners were receiving AFDC
wi*h earnings a year later.

in the base period, earners could have been expected to bha

receiving APDC a year later, but in the OBRA period they coui.d
fiot . The probability that carner cases that were open a year
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later had earnings a year later varies, but it is significantly
lower after OBRA. 1In contrast, base-period and OBRA-period non-
earners were equally likely to be receiving AFDC without earnings
a year later,

The figures in table 12 reflect both direct administrative
and indirect behavioral effects of OBRA. Administratively,
OBRA's rules mean that some proportion of the pre-OBRA AFDC case-
load no longer qualified for benefits, most frequently because
the families were earning too much to remain eligible. BRehavior-
ally, OBRA's implementation means that AFDC recipients, whether
their cases were closed or still active, could respond to the
new rules by increasing or decreasing their participation in the
labor force., For example, some AFDC recipients who lost their
eligibility for welfare because of OBRA might have quit their
jobs or cut back on the hours they worked in order to qualify
once again for AFDC benefits., Similarly, some AFDC recipients
who might have sought work or worked more over a period of time
under the old rules might have been dissuaded from doing so
under OBRA by the increased likelihood that they would lose
eligibility,

Therefore, it seemed important to determine how much of the
differconce in the longevity of cases that we observed between the
base and OBRA periods resulted from the behavioral, as distinct
from the administrative, effects of OBRA. The administrative
effect is reflected in the proportion of the base-period AFDC re-
cipients who were on the rolls 12 months after the sampling point
(1 month before OBRA was actually implemented) and ineligible
under OBRA's rules. The behavioral effect can be estimated as
the difference between the proportion of the base-period cases
on the rolls, adjusted for the administrative effect, and the
proportion of OBRA-period cases on the rolls,

To estimate the administrative effect of the OBRA changes,
we simulated their application in the base period. We tested
each base-period case that was open in the last month of the
tracking period against several of the new rules., We classified
open cases as closed if they would have been ineligible had OBRA
been in effect in that month. 1In the simulation, we included the
gross-1income ceiling of 150 percent of the state need standard,
the limitations on child-care expenses and work expenses, the ex-
haustion of the $30+1/3 earnings disregard, the loss of eligibil-
ity for children 18-21, and the counting of stepparent income . ?
Table 13 shows the results of this simulation, displaying both

2The data used in the simulation were drawn from the last month
of the base period and consisted of amounts of earned and un-
earned income, amounts of child-care and work-expense deductions,
case size, age of the youngest child, and the presence of step-
parents. The information available from Boston's computerized
files was not sufficient to simulate OBRA's administrative
effect,
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actual and adijusted base-pericd Yijares (o comparison with the
NDRRA-periad figures.

A comparison of the actual and alcusted base-period figures
in table 13 shows that the simalation of NBRA's admin.strative
chanades removed most of the difference between the status of
hase-period and OBRA-period groups where the difference is Jgreat-
est--in earner cases "closed" and earner cases "open with earn-
ings." The vercentage of hasc-period earner cases closed comes,
after the adjustment, within 11 points of the percentage close?
in the 0OBRA periocd in pallas, within 9 points in Syracuse, and
within 6 points in Milwaukee. The percentages are egual 1n
Memphis. The percentage of base-period cases open with earnings
comes, after the adjustment, within 2 to 10 pcints of the cases
open with carnings in the OBRA period (which is not statistically
significant at the .05 level).

Since the initial implementation of the OBRA AFNC rules had
a disproportionate effect on earners, it is perhaps to be expec-
ted that the simulation shows a much smaller effect on base-
period nonearners. FEven though the additional percentages of
nonearner cases closed in the simulation are small, the adjusted
base-periocd closings exceed the 0OBRA-period closings in three of
the four sites for which we had data. However, the adjusted
base-perind percentage of nonearner cases closed never exceeds
the NBRA-peariod percentage by a statistically significant amount.

The comparisons in table 13 provide scant evidence of any
behavioral effect from OBRA. If earners terminated from AFDC in
the OBRA period had guit their jobs to return to AFDC, the per-
contages of cases closed would hiave becn higher in the adjusted
base period than in the OBRA period, but in three sites the pro-
portion was lower in the base-period (significant at the .05
level). Among nonearners, a behavioral response to OBRA would b
revealed most clearly in a difference in the percentages of cases
remaining open without earnings in the adjusted and OBRA periods,
That is, if the new rules deterved nonearning recipients from
looking for jobs, one would expect a higher proportion of cases
in the nonearning open category in the OBRA period than in the
adjusted base period. In three of the four sites for which we
rad data, the percentage of cases open without earnings is
sligyhtly higher for the OBRA period than for the adjusted hase
period, but none of the differences are statistically significant
(at the .05 level). 1In short, if OBRA had any of the behavioral
nffects that have been anticipated, they are not larje enouih to
ne evident from the results of this simulation,

As we noted above, the simulation reduces much of the a1f-
ference between base-period and OBRA-period patterns for eavaer
cases, but some difference remains, Tt is not known whethev, or
how much of, the remaining difference stems from using a sivale
base period to represent case lyninics before OBRA or from the
limitations of the simulation, ™he 1lata that we obtained fronm
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the case files and used for the simulation were not conmplete
enough for a definitive test of OBRA's effects.

i For example, in New York a variety of procedures were used
‘ before OBRA to reimburse AFDC recipients for child-care expenses.
Child-care expenses were recorded in some cases as an earned-
income disregard and in others as part of the grant. Where ex-
penses were included in the grant, we lack the information we
need on actual child-care expenses in order to apply the OBRA
provisions accurately to the case. For another example, since
our application of the stepparent provision closes cases when a
stepparent is known to be present in the household, it probably
closed some base-period cases inappropriately. This is because
including stepparent income i3 likely to make most, but not all,
cases ineligible. Problems like these mean that the simulation
may slightly overestimate or underestimate the number of addi-
tional cases that would have closed if the OBRA rules had been
applied before OBRA.

Caution is warranted also in drawing conclusions about
OBRA's effect on "work effort" because our simulation looks only
at the presence or absence of earnings for active cases. e have
no data about the proportions of base-period closed cases with
and without earnings. Nor does the simulation attempt to measure
change in hours worked, even for cases that remained on the
rolls. Thus, the data that were available to us permit only a
partial examination of the patterns of work behavior that OBRA
might have been expected to alter.

Demographic characteristics and types
of assistance among AFDC earners

We draw primarily on interview data to address the Commit-
tee's gquestions about the economic well-being and general circum-
stances of families OBRA removed from the AFDC rolls. Recause
OBRA was intended to--and, in our five sites, did--have its
greatest effect on working AFDC recipilents, we drew our interview
samples exclusively from OBRA-period earner cases that OBRA
closed. Our comparisons between these OBRA-period closed earner
cases and other earner cases use information in the case-record
. reviews, but with a few exceptions the rest of the discussion is
| based on the interview data.

! Farners who lost AFDC benefits because of OBRA were signifi-
cantly different in several respects from those who did not. 1I»
Boston, Milwaukee, and Syracuse, they were more likely to be non-
white and to be in cases of smaller sizes (see table 14 on the
next page). In Boston, Dallas, and Memphis, they were signifi-
cantly younger than in the other cascs,

In all sites, earners in more than half of the terminated
cases had at least a high school diploma; in Boston, almost 30
percent had at least some college oducation. Although we present
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tata on employment and earnings characheristics in another
sectionn below, we have included in table 14 1nformation on the
average time earners had been with thelr employers be{ore losing
AFPC. The data show substantial 2vidence of employment stabil-
ity. In four sites, AFDC recipients had been with the same om-
ployer an average of 2.8 to 3.4 years; in Dallas, it was 1.7
years.

In table 15, we present information on the types of assis-
tance that earners who lost AFDC benefits had been receiving.
The average AFDC grant in terminated cases was sizable--$71 in
Dallas, $76 in Memphis, and between $164 and $197 in Boston, Mil-
waukee, and Syracuse, the three sites with the higher payment
standards. On the average, these OBRA terminations occurred 6 to
8-1/2 years after the respondents and their children had first
rcceived AFDC; 4.3 to 5.6 years separated the birth of a first
child and the first receipt of AFDC. However, 16 to 20 percent
of the persons who were interviewed reported that they had re-
ceived AFDC as children,.

Te differences between the sites in the percentages of in-
dividuals reporting that they had been receiving food stamps be-
fore losing AFDC reflect, in part, differences in state AFNC necd
and paymen’: standards. The food stamp program uses the national
poverty level for determining eligibility. 1If a state's AFDC
payment standard is sufficiently high, cases can be eligible for
AFDC but ineligible for food stamps. Thus, the sites with the
lowest AFDC payment standards, Dallas and Memphis, have the high-
est proportions of food stamp recipients--91 and 97 percent.
Additionally, because AFDC benefits are included in the food
stamp program’s calculations of income, families in states with
low AFDC payment standavds can receive lacyer [ood stamp grants,
as we see in Dallas and Memphis, where the average food stamp
grants were $170 and $150. In the three other sites, they ranged
from $81 to $96.

Some analysts predicted that AFDC households would find
their benefit losses partially compensated for by increases in
food stamp grants, but OBRA contains provisions that tighten the
rules on eligibility for food stamps. 71 =siabes with high AFDC
payment standacds, these rules could have affected AFDC ecarners
with higher incomes. Before OBRA, food stamp eligibitity and
benefits were based on a comparison of a household's net incone
with the povertv level, but OBRA instituted a gross-—incone test
of 130 percent of the poverty level.3 The food-stamp carned-
income disregard was reduced froa1 20 o 13 percent.,  0Oar roe-
spondents who had received food stamps before OBRA in Roston,

3Except for households containing a meuber 60 yvears old or older
or a member who receives disability, bHlindness, or Supplenental
Security Income payments .nder tities [, 17, X, XIV, or *VT of
the Social Security Act.
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Milwaukee, and Syracuse reported losing food stamp benefits vhen
they lost AFDC at rates of 67 to 85 percent; the rates in Memuihis
and Dallas were 11 and 42 percent,

The percentages of respondents reporting that they lived in
public housing or had some portion of their rent paid by a sov-
ernment agency randed from 16 percent in Milwaukee to 61 percent
in Boston,

Types of assistance and health insurance
coverage in August-December 1983

among AFDC earners who lost

benefits because of OBRA

We looked at the types of assistance that AFDC earners who
lost benefits under OBRA reported that they were receiving when
we interviewed them in August-December 1983 and the types I
health insurance that they were then covered by. Between 19 and
27 percent were again receiving AFDC benefits in Dallas, Memphis,
and Milwaukee, between 7 and 8 percent in Boston and Syracuse.
These rates are comparable to those we found in our case-record
reviews of all OBRA earner terminees for an earlier time roint
(see table 10). However, the average AFDC grant amounts repor®:}
at the time of the interview are substantially higher than those
that were received by the entire terminee group before NRRA's
implementation,

The percentages of families who reported that they were
receiving food stamps at the time of the interview were lower

than the percentages who reported receiving food stamps hefor
they lost AFDC, which probably reflects changes in eligihili*e
that OBRA made in the food stamp program. However, the averas-
food stamp grants that were reported do not differ substintiill .,

Few respondents reported receiving unemployment insurance.,

Since all AFDC recipients are categorically eligible fo»
Medicaid, all had health-care coverage before losing AFDRC. -
cause some states have "medically needy" programs for low-inc o
persons, we expected that some of the families losing AFDC be-
cause of OBRA would have retained subsidized health care. We
asked a series of questions to determine how many had health
insurance coverage at the time of the interview, the nature of
that insurance (public or private), and who was covered in the
family. We did not gather data on the scope of insurance serw-
ices being provided or on the proportion of health expenses
being covered privately and by government programs.

Between 13 and 31 percent reported that either they or theiv
children were being covered by Medicaid. Some were eligible for
Medicaid because they had returned to AFDC. Others may have been
eligible for medically needy programs (all our sites but Dallas
have medically needy programs). FExcept in Memphis, the qgreat
majority who were enrolled in Medicaid were covered for both
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themselves and their children. Only a small percentage cf the
terminees whom we interviewed indicated that they or their
children currently had any other kind of government health
coverage.

The differences in the sites are particularly marked witr.
respect to coverage by private health insurance. In Memphis arid
Dallas, only a quarter of those we surveyed had any such in=uar-
ance for either themselves or their children at the time they
were interviewed, while for families in Boston, Milwaukee, and
Syracuse the comparable figure was more than half. Most of these
families had policies that covered both the respondent and at
least some of the children, but a number of the policies were
limited to one or the other., 1In some of these cases, children
were covered by another parent's health insurance.

A number of respondents indicated that they had no health
| insurance coverage at all at the time they were interviewed,
| whether for themselves or for their children. Approximately 60
! percent had no health insurance for themselves in ballas and
Memphis; a similar number in Dallas also had no coverage for
their children. 1In Memphis, children lacked health insurance in
50 percent of the families. 1In Boston, Milwaukee, and Syracuse,
by contrast, the proportion of respondents with no health cover-
age for themselves ranged from 16 to 30 percent, and the propor-
tion with no health insurance for their children ranged from 21
. to 33 percent., (Table 16 summarizes these data.)

The general circumstances of AFDC
earners who lost AFDC under OBRA

In this section, we present information on the general
circumstances of AFDC earners terminated from AFDC because cf
OBRA, including the reported incidence of forgone health care,
steps taken to produce cash or reduce assets, and the frequency
of various hardships before and after the loss of AFDC.

The lack of health insurance could result in decisions t»
forgo the treatment of health problems. Several questions in the
interview examined the extent to which the respondents had not
sought care, being unable to pay, or had sought care but had been
refused for financial reasons. Between 14 and 24 percent of the
persons who were interviewed indicated that at least once since

! their termination from AFDC, they had not sought the treatment of
a medical problem for either themselves or their children. The

! comparable range of responses for a similar question concevning

i dental problems was higher--between 29 and 48 percent. Finally,

! 8 to 13 percent reported that they had heen refused either medi-

cal or dental treatment because they could not pay for it or i

not have insurance. We did not obtain information on the fre-

quency with which the respondents had forgone health care before

losing AFDC, so that we do not know whether the incidence h.uaw

changed. (See table 17 on the next page.)
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ENCLOSURE ENCLOSURE

We also looked at the steps the respondents had taken to

raise cash since being dropped from AFDC. The disparity among
| the sites is striking: between 53 and 56 percent of the re-

spondents in Boston and Milwaukee withdrew funds from savings
accounts, compared to 7 percent in Memphis, 11 percent in Dallas,
and 26 percent in Syracuse. Terminees in Boston and Milwaukee
were also somewhat more likely to have borrowed money from a bank
or finance company. Respondents in Dallas were slightly more
likely to have pawned or sold belongings or to have sold a car
without replacing it with a better one.

Table 18 on pages 44-45 presents the percentages of respond-
ents who reported 11 specific hardships in the 2 years before
losing AFDC and after losing AFDC. Except in Memphis, a number
of these items (17 of 55 comparisons overall) show significant
shifts. The two events that were reported as having happened

) most frequently, both before and after OBRA, and that increased

1 significantly after OBRA in most of the sites were having to

l borrow $50 or more from a friend or relative and running out of

, food and having no money to buy more. The three sites where
respondents reported a statistically significant increase in
running out of food after OBRA were the sites with high AFDC pay-
ment standards--Boston, Milwaukee, and Syracuse. These sites
also have the lowest percentages of AFDC terminees receiving food

j stamps and the greatest percentages losing food stamps sirultane-

i ously with the loss of AFDC. Smaller but statistically signifi-

i cant increases after OBRA were also found for families reporting

|

i

in pallas, Milwaukee, and Syracuse that they had obtained food
from charities.

We asked the respondents whether they believed that they
} were eating better or worse at the time of the interview than
‘ they had been eating before they were terminated from AFDC.
Gererally, about 50 to 60 percent said that there was no
difference in how well they ate., O0f thnse that indicated a
change, significantly more respondents in Boston, Memphis,
Milwaukee, and Syracuse reported that they were worse off now
than before.

Boston Dallas Memphis Milwaukee Syracuse

Fat better or
worse now?

About the same 50.0% 52.3% 60.0% 55.7% 50.7%
Much better 7.5 6.2 5.8 7.4 8.6
Sonewhat better 8.3 20.8 7.5 9.0 7.1
Somewhat worse 26.7 18.5 22.5 18.9 26.4
Much worse 7.5 2.3 4.2 9.0 7.1
If worse, why? {n=41) (n=27) (n=32) (n=34) (n=47)
r.ess to eat 41.5 25.9 56.3 52.9 46,7
Tat less meat 36.6 14.8 15.6 52.9 42.6
Fat cheaper food 26.8 29.6 25.0 55.9 51.1
Run out of food 31.7 40.7 62.5 50,0 31.9
Nther 43.9 22.2 6.3 26.5 17.0
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Changes in the employment and income
clrcumstances of AFDC earners
who lost AFDC under OBRA

Table 19 displays information on reported changes in the
employment and income circumstances of AFDC earners terminated by
OBRA. Ancording to the case records, all respondents had earned
income the month before OBRA's implementation, but a few of the
respondents reported that they had not been employed when they
lost AFDC. The discrepancy may result from faulty recollection,
inaccurate case record information, or changes in employment
status between the sampling date and the AFDC loss. Except in
Dallas, these cases were fewer than 5 percent.

In general, AFDC terminees were employed at the time of the
interview, although in Dallas, Memphis, and Milwaukee some 23 to
38 percent were unemployed. Since we have no information on the
normal rate of movement in and out of the labor force at these
sites, we cannot determine whether this represents a change in
their work patterns because of OBRA.

Among those who were working when they lost AFDC and when
we interviewed them, the average number of hours worked each week
in four sites tended to be greater at the time of the interview
{statistically significant only in Boston) than at the time of
the AFDC loss, although 45 to 68 percent of the respondents re-
ported no change (that is, no change greater than 3 hours).

Average wage rates (adjusted by using the local consumer
price index) increased significantly in three sites, as did aver-
age monthly earnings.4 Even after adjustments for inflation,
approximately 38 to 71 percent of the AFDC terminees who were
still working at the time of the interview had managed to in-
crease their earnings by more than $25 a month. However, re-
ported monthly earnings in Boston, Dallas, Memphis, and Milwaukee
had decreased by more than $25 for 22 to 32 percent of the termi-
nees still working.

For the question of economic well-being, the issue is more
complicated., It involves not just whether earnings increased for
persons still working but whether total income changed for the
group as a whole. 1In table 19, we present information on the
respondents' monthly income and changes in income--that is,
income from sources in addition to earnings--adjusted to Sep-
tember 1981 dollars (see appendix II1 for comparisons of unad-
justed figures). 1Income in table 19 includes any =arnings, AFDC
grant, and food stamp grant that the respondents received. It
does not include the earnings of other members of the household
or other sources of unearned income.

4Wage rates were calculated as total compensation (including
bonuses) per hour worked.
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~“NCLOSURE FACLOSURE

On aversge, respordents in ait sit=s nad significantly less
i incom: at the time ~f the interview than they had before they
! lost AEDC because of OBRA: (di1freveves are as much as S115 to

| $229 less a month {(in constant doliars).  Thus, —ven thouth earn-
¥ 1ngs increased for many who remained in the labor force, the

f regpondents as a whole (including those no longer working) anpar-
‘ ently Aid not make up the entire lass of incorme from AFDPC and
food stamps by working,

Whether a decrease in a re=sondent's income 1s a "vreal" leo-
crease depends to smme degrec on o whebn

cr there 1s also 2 ~hange
in the comvosition of the housshold,  To investlgate whether in-
come decreases persisted when households 13 not chengs, we anal-
yvzed income changes for the households in our Intecv ew samples
that did not change craposivion Jdurlng the study period. TIn all
the sites, the respondents' averaas inconme was significantly
lower at the tine of the intervicw than before the AFDS 1oss.

Finally, we analyzed averaj . wathiy household incrme,  The
figures we present heve inclade al!l ecarned and inearacd income

Boste Dallas “enphis  Milwaukee dSyracuse
Average monthly S92 5681 S586 $985 S874
household ircome {n=11¢) =126 (n=117) (n=11i8) {n=140)
In relation to 1983
OMB poverty
level, households
Below 29.3% T5.4% 85.5% 2RL0O% 40.7>
Above 100% 65.5 8.3 10.3 66.1 49,7
Below 90% 20,7 7.5 79.5 13.6 30.0
Below 75% 12.9 51.6 65.0 12.7 19.13

| | except housing subsidies (in current dolltars) reported four all

¥ . ‘ . . .
household members at the time of the interview, The comparisons
; in table 19 do not include the roesources of other household —em-

vers, so that there 1s some possibiiity that the perscis we 1no-
terviewed and report in that table had additional voscurces after
their AFDC loss. TIncome information on ali Yousehold members was
avaliable only for the time of tne intervicw,

4 The sites differ dranatically in the distribution of those
households around the 1983 poverty level {as defined by inhe

s

SChaniges in houschold s1ze May resalt from others entering one's
household or frow wmoving into the honschold of others, such as
parents, relative<s, or (o iends,  The porcentades of vespondent s
reporting that theiv tovierolds inecreased by at least one adult
were 5.0 percent in BHoston, 21.5 percent in Dallas, 12,5 vercent
in Memphis, 13.1 percent in Milwankes, and 18,6 percent in
Syracuse, We expect to discuss bouschold changes in greater
detaill in a forthcoming rrport,
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Office of Management and Budget). 1In Boston, Milwaukee, and
Syracuse, households below the poverty line range from 28 to 41
percent, but in Dallas and Memphis they are 75 and 86 percent.
While the sites in the states with higher AFDC payment standards
show 49 to 66 percent of these households above 110 percent of
the poverty level, in Dallas and Memphis 52 and 65 percent are
below 75 percent of the poverty level,
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APPENDIX 1 APPENDIX

OBRA PROVISIONS PANKED BY THE STATES
AS AFFECTING AFDC CASELOADS AND PAYMENTS?

Number of states ranking the provisions
Provision MeanP 1lst 2nd 3rd 4th 5th No®

Caseload

150% gross-income 1.3 26 9 5 1 1 4
limit

Stepparent income 2.2 8 12 6 2 1 17

Monthly reporting 2.6 2 4 2 2 1 35

Earned income’ 3.0 6 11 11 9 6 3

18-21-yr-old 3.9 2 5 5 5 2 27
dependents

$1,000 asset iimit 3.5 0 2 4 4 2 34

3rd-trimester 3.7 0 1 4 6 2 33
pregnancy limit

Payments

150% gross—income 1.7 14 9 3 1 0 13
limit

Earned incomed 2.1 17 4 6 3 3 7

Stepparent income 2.4 4 10 9 2 0 15

18-21-yr-old 3.1 1 6 5 9] 2 20
dependents

3rd-trimester 3.3 1 3 5 4 3 24
pregnancy limit

$1,000 asset limit 3.5 0 1 5 6 1 27

8Includes only provisions ranked by at least 20 percent of the
states.

PThe mean rank for each provision is calculated for all states
that ranked that provision; 7 states did not respond to the
question on caseloads, and 13 did not respond to the gquestion
on payments.

CThe number of states providing some information but not speci-
fically ranking the provision.

AIncludes the work~-expense and child-care limits, earned-income
tax credit, the 4~month iimit on earned-income disregard, the
disregard calculation on net income, and combinations of these
provisions as reported by individual states.
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ANALYSIS OF THE EPFETY OF OhRA

ON AFDC-BASIC CASELOADS AND OUTT AYS

The statistical approach to estimating . Fhatvges v A0DC
caseloads and outlays resulting from OBRA tnat we :sed 1S known as
"ARIMA," or "auto-regressive integrated moving averace," impact
assessment (McCleary and Hay, 1980). We used 1t @8 .n alternative
to classical regression approaches. ARIMA refers to a clase of
stochas+ic process models (Box and Jenkins, 197¢; #ox and Tiao,
1975) that empirically describe changes in a vaviable ovey time as
a function of the past behavior of that variails, rather than as a
function of other variables, as in the cegres=ion approach.
However,

"The reader who is familiar with the morwe w~idely used
regression approaches to time series analvsis {stvuctural
equation or econometric models) should not sssuie that
ARIMA models are substantially different than rejression
models. While ARIMA models require the noval input-output
explanation, the two approaches are in fact ident:ical,
The only real difference between ARIMA and vagiussion
approaches to time series analysis is a pracrical one,
Whereas regression models can be built or the bases of
prior research and/or theory, ARIMA medelils must e built
empirically from the data. Because ARIMA models must be
identified from the data to be modeled, reltatively lorag
time series are required . . . . The rsade” may use [no
fewer than 50 observations as a} rule of thumb when decid-
ing whether to analyze time series cata “vom an ARIMA or
regression approach. When relatively long time =evies
are available, an empirical ARIMA approach will ordi-
narily give the best results. But when relatively short
series are available, regression approaches irftorimed by
prior research and/or theory will give the best resalts.”
(McCleary and Hay, 1980, p. 20)

In addition, the ARIMA approach 1s often conceptaal’y aore
appropriate to the analysis of an interruptsd tine =sciles
quasi-experiment.

In general, the interventior studied 1 an interrupted time
series analysis should be a discrete event that occurs at a well-
defined point in time and that caa be expccted to be observable
as a reasonably immediate change in the cutcome neasure., In re-
gression terms, the intervention is represented as a duany vari-
able that changes from § to 1 at the time that tho ~veat occurs,
For example, in our analysis of OBRA's «ffect (tlo Intervention)
on the AFDC-Basic national caselcad (the outcone), the Jdummy vari-
able changed from 0 to 1 on the date on which Huky becear offec-

tive, in October 1981. However, since we “aow ' ot some states
did not fully implement the OBRA provisions antil several months
after October 1981, our analysis incorpor.aten an additional
assumption that OBRA's effect increascd qradaally aver several




APPENDIX II APPENDIX 11

months until it reached a new and stable level. It is possible
to use continuous variables (that is, another time series) in che
analysis if certain conditions are met.

The actual statistical analysis of an interrupted time
series is an iterative process in which alternative models are
identified and tested until a model is found that is both
statistically adequate and parsimonious. The details of the
iterative process of identification, estimation, and diagnosis
Are in McCleary and Hay (1980). we used the ARIMA program in
the SAS/ETS program lihbrary for our statistical analyses (SAS,
1982).

CASELOADS

The first step in building a statistical mode! of the case-~
load data was to find an ARIMA model that adequately described the
month-to-month fluctuations in the caseload before the implementa-
tion of OBRA. It was not possible tc define such a model from
the caseload series alone, because the slope of the time series
changed drastically during the pre-OBRA period (see figure 3 on
the next page). Such shifts are typically related to sorme change
in economic conditions or program administration. After examining
many possible variables, we found that the nunber of unemployed
women maintaining families was related to the caseload shifts, and
we incorporated this into the ARIMA model. This makes sense sub-
stantively and statistically, since we found that unemployment
leads the caseload by 2 months.

The model we selected incorporates unemployment as an in-
dependent variable time series, represents the intervention as
a gradual and permanent change in level, and uses an ARIMA
(2,1,0)(2,0,0)15 model without a constant. The paraneter esti-
mates for the model are as follows:

ARIMA
o= 0,25 with ¢ = 3.08
. = 0.18 with t = 2,22
o= N.28 with t = 3.07
o= 0030 with t = 2,92
unerinloyient
= 0,0538 with ¢t = 1.74

Interront oo

-31.67 with t = 8,81
- 0,314 with ot o= 20,17

ros: baoals

MHUAL (AF = 20), po= 001N
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The estimate of the asymptotic change in level is calculated as
{ wo/(1-8:). Based on the AFDC~Basic caseload model, the caseload
decrease from its expected level in the absence of OBRA is esti-
mated to be 492,849 cases where the gradual decline in the case-
load stabilized. Forecasts of the post-OBRA caseload based on
the model conform to the actual caselocad only for the months
immediately after OBRA. After the first 8 to 10 months, the
actual caseload shows a trend back toward the pre-OBRA level,

OUTLAYS

The model for estimating OBRA's effect on outlays does not
require the incorporation of a second time series of economic
events. An ARIMA (0,1,0)(1,0,0)15 model fits the pre-OBRA out-
lays time series quite well. This model accounts for the general
upward trend in costs and for a seasonal pattern in which the ob-
servation at time t is closely related to the observation at time
t-12 (a relatively common occurrence in monthly data). The in-
tervention is modeled as a gradual and permanent change. The
parameter estimates are as follows:

ARIMA
o = 0.004 wiil! t = 2,72
$,,= 0.44 witnu t = 5.24
intervention
we= ~0.0257 with t = =-3,13
$y= 0,723 with t = 5.59

residuals

x’= 24.94 (4f = 22), p = 0.30

Based on this model, the monthly change in AFD{-Basic out-
lays after the initial decline stabilized is $92.78 million.
However, as with the caseload analysis, a divergence between the
actual outlays data and forecasts based on the ARIMA model sug-
gests that OBRA's effects may be lessening over time,
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APPENDIX III

APPENDIX III

EARNINGS,

CHANGES IN UNADJUSTED WAGE RATES,
AND INCOME FOR AFDC-BASIC OBRA EARNER TERMINEES
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