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ABSTRACT

This paper uses data from the 1970, 1980, and 1990 Censuses to investi-
gate the impact of welfare benefits across Metropolitan Statistical Areas
(MSAs) on the incidence of single motherhood and headship for young
women. A contribution of the paper is the inclusion of both MSA fixed ef-
fects and MSA-specific time trends to account for fixed and trending un-
measured factors that could influence both welfare benefit levels and fam-
ily formation. In such a model, we find no effect of welfare benefits on
single motherhood for whites or blacks, and a positive effect of welfare
benefits on single headship only for blacks.

I. Introduction

In 1996, Congress enacted legislation designed to radically overhaul
the welfare system in the United States. The Personal Responsibility and Work Op-

Francine D. Blau is Frances Perkins Professor of Industrial and Labor Relations and Labor Econom-
ics at Cornell University, Research Associate of the NBER, and Research Fellow of CESifo. Lawrence
M. Kahn is a professor of labor economics and collective bargaining at Cornell University, and Re-
search Fellow of CESifo. Jane Waldfogel is an associate professor of social work and public affairs at
Columbia University. This research was supported by a grant from the Russell Sage Foundation. Debo-
rah Anderson, John Cheslock, Wen-Jui Han, Elizabeth Inez Johnson, Brian Levine, Joan Moriarty, and
Andre Souza provided excellent research assistance. The authors are also grateful to Al Anderson for
help with the Census extracts, and to Robert Moffitt and Hilary Hoynes for providing us with data on
help with the Census extracts, and to Robert Moffitt and Hilary Hoynes for providing us with data on
welfare benefits. Special thanks are due to John Bound and Harry Holzer for their considerable help in
making some key data on matching Metropolitan Statistical Areas (MSAs) across Censuses available to
us. The authors are also indebted to two anonymous referees for helpful comments and suggestions.
The data used in this article can be obtained beginning October 2004 through September 2007 from
Lawrence M. Kahn, School of Industrial and Labor Relations, Cornell University, 264 Ives Hall, Ith-
aca, NY 14853-3901.

[Submitted June 1999; accepted September 2002]

ISSN 022-166X; E-ISSN 1548-8004 © 2004 by the Board of Regents of the University of Wisconsin System

THE JOURNAL OF HUMAN RESOURCES * XXXIX » 2



Blau, Kahn, and Waldfogel

portunity Reconciliation Act of 1996 increases work requirements for welfare recipi-
ents, takes away their unconditional entitlement to benefits, and limits total benefit
receipt to five years (Blank 1997). Part of the rationale for this legislation was a
belief that Aid to Families with Dependent Children (AFDC), which up to 1996 was
the major welfare program in the United States, contributed to the incidence of
single-parent families. The share of children who will spend at least some portion
of their childhood with a single parent now surpasses the 50 percent mark (McLana-
han and Sandefur 1994). Growing up without a father present, the most common
outcome in a single-parent family, is blamed for a variety of social problems, includ-
ing the transmission of poverty and its consequences across generations. There is
particular concern when the mother is herself very young. Although reducing single
household headship (as opposed to single parenthood) was not the primary goal of
the recent welfare reforms, it is also thought by some that outcomes for children are
worse when single parents form their own households, rather than live with their
own parents or other relatives. Again, there is particular concern when the single
parent is herself very young.

An extensive literature has attempted to assess the impact of welfare on the inci-
dence of single motherhood. The wide variation in benefit levels across states has
provided researchers with the opportunity to estimate the impact of differences in
these benefits on family formation outcomes.! Of course, as has been noted by many,
welfare benefits have been falling in real terms since the 1970s, implying that the
increase in single parenthood cannot be attributed to rising welfare benefits (Moffitt
1998; Hoynes 1997). Nonetheless, it is still possible for decreased benefit levels to
lower the incidence of single motherhood, so the issue of the effect of welfare on
single motherhood remains of considerable interest.

Early work on this question was based on cross-sectional analyses relating welfare
benefit levels in a state to the family formation decisions of women in that state
(Danziger et al. 1982; Ellwood and Bane 1985; Moffitt 1990). Yet, as pointed out
by Ellwood and Bane (1985), Moffitt (1994) and Hoynes (1997), such analyses may
yield biased estimates if unmeasured factors such as state-specific norms affect both
the level of welfare benefits and single parenthood. For example, states where people
frown upon a single-parent lifestyle may well enact low levels of welfare benefits,
reflecting these beliefs, which may ultimately stem from religious or historical
sources (for example, the culture of originally immigrating populations in a state).
Or, as another example, there may be economic factors, such as labor market condi-
tions, that vary systematically across states and that are not completely captured by
included control variables. In both these cases, cross-sectional analyses may produce
a spurious correlation between welfare benefit levels and the incidence of single
parenthood. This possibility has led researchers such as Moffitt (1994) and Hoynes
(1997) to estimate fixed-effects models that in principle control for the impact of
these unmeasured factors.

Yet even fixed-effects methods may yield biased estimates if there are unmeasured
changes in norms or other factors that are correlated with changes in welfare benefits.
For example, states where the stigma placed on single parents is eroding faster may
enact larger increases in welfare benefit levels and experience larger increases in

1. For surveys, see Moffitt (1992 and 1998).
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single parenthood, or more rapidly deteriorating economic conditions in a state may
result in larger increases in both welfare benefits and single parenthood. Further
examples are provided by the “tax revolt” in California in 1978 and the fiscal crisis
in New York in 1975, which produced changes in the climate for welfare support
and possibly the social acceptance of single parenthood. Merely characterizing these
two states as permanently liberal (as a state fixed-effect model implicitly does) misses
these important changes in the fiscal and social climate.?

A major contribution of this paper is to address this problem by using three waves
of the Census of Population (1970, 1980, and 1990) to take account not only of
Metropolitan Statistical Area (MSA) fixed effects, but also of changing norms and
other unmeasured trending factors at the metropolitan area level, through the inclu-
sion of MSA-specific time trends. An additional contribution of our paper is that
the large sample sizes in the Census permit us to include more detailed measures
of MSA labor and marriage market conditions than earlier research does. Our focus
on MSAs is guided by the view that MSAs more closely approximate labor markets
than the state-level data used in much previous work. The large sample sizes in the
Census also allow us to conduct a separate analysis of less educated women. We
are thus able to compare welfare effects for the less educated with average overall
welfare effects, providing a sharper test of the impact of welfare than simply estimat-
ing one overall welfare coefficient.

Consistent with earlier research on the impact of welfare, we find positive cross-
sectional associations between welfare benefits and single motherhood and single
headship. Similar to results obtained by Moffitt (1994) and Hoynes (1997) who use
data other than the Census, we find that when we add MSA fixed effects, some
evidence of positive impacts on single headship remains for black women overall
and for less educated black women, but there is no evidence of positive welfare
effects for whites.? Further, adding MSA fixed effects eliminates any positive welfare
effect on single motherhood for all groups. Finally, when we include MSA-specific
time trends, a positive effect of welfare benefits on single headship for young black
women overall and for young less educated black women remains, with some evi-
dence of a larger effect for the less educated. We continue to find no evidence of
positive welfare effects for whites (for either single motherhood or headship) or for
single motherhood for blacks. We conclude that for black women, particularly the
less educated, limiting welfare benefits may well raise the incidence of extended
family living arrangements but without affecting single parenthood. This lends sup-
port to one of the most robust results obtained in this literature, initially reported
by Ellwood and Bane (1985) and Danziger et al. (1982), that welfare changes primar-
ily affect the living arrangements of single mothers rather than single motherhood
per se.

2. To some degree, changes such as those described for California and New York can be proxied by
political measures such as Democratic Party representation at the state level, and in some of our analyses,
we use such measures. However, changing norms and values probably influence the behavior of Democrats
(and Republicans), and such changes will not be captured by the standard political variables.

3. Note that Moffitt’s findings for blacks became insignificant under some state fixed-effects specifications,
and as discussed below, Hoynes’ findings for blacks became insignificant when individual fixed effects
were added to the state fixed-effects specification.
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II. Prior Research on the Effect of Welfare on Family
Formation Outcomes and Contribution of This
Study

We are concerned with two outcomes for women: single motherhood
and single mother household headship (which we call “single headship”). Each of
these outcomes is joint in the sense that in order, for example, to be a single mother,
one must be single and a mother. Theories designed to explain this joint outcome
must speak to both components, and in the case of single headship, the third compo-
nent of heading one’s own household. Becker’s (1981) theory of marriage has pro-
vided the theoretical basis for much of the empirical work on this issue. His frame-
work depicts women as choosing their marriage, fertility, and household headship
status to maximize their utility. Central to Becker’s (1981) theory are the opportunity
cost of women’s time and the gains to specialization in marriage.

Under AFDC, welfare benefits were not available to women without children (al-
though programs such as disability benefits or state-funded general assistance bene-
fits might have been in some cases) and were unavailable or much more difficult to
obtain if one was married.* Thus, the welfare system in effect subsidized single
parenthood. Further, welfare benefits were more difficult to qualify for if a single
parent were living with other relatives such as parents, aunts, or uncles (Ellwood
and Bane 1985; Hutchens, Jakubson, and Schwartz 1989). This meant that welfare
provided an especially large subsidy for single parents who headed their own house-
holds. Thus, theory unambiguously predicts a positive effect of AFDC benefits on
single motherhood and single headship.

In addition to welfare policy, Becker’s (1981) framework predicts important roles
for male and female labor market conditions in influencing women’s choices about
family formation and living arrangements. The larger the opportunity cost of a
woman’s time (typically measured as better labor market opportunities), the less
likely she is to choose to bear children. And the larger the gains to marriage, the
more likely she is to be married. A major factor influencing the gains to marriage
is the availability of suitable partners (see, for example, Becker 1981; Wilson 1987;
Ellwood and Crane 1990; Darity, Myers, and Bowman 1995). All else equal, the
larger the supply of marriageable men and the better their labor market prospects,
the greater women’s likelihood of being married. Moreover, the better a woman’s
own labor market opportunities, the less she will gain from marriage, ceteris paribus.

While better female labor markets are predicted to lower the incidence of marriage
and children, their effects on the incidence of single motherhood are theoretically
ambiguous. On the one hand, a better female labor market lowers the gain to marriage
and thus raises the size of the group of women at risk of becoming single mothers;
on the other hand, better female job prospects lower the incidence of children, reduc-
ing the size of this “at risk” group. Improvements in male labor markets and greater

4. Benefits available to married couples in some cases through the AFDC-Unemployed Parent (AFDC-
UP) program were considerably more difficult to obtain than the traditional AFDC benefits available to
single parents.
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availability of marriageable men have similarly ambiguous theoretical effects on
single motherhood. This is the case because, while they raise the likelihood that
women will marry, the resulting increase in marriage (and possibly cohabitation as
well) also increases the incidence of children. The higher incidence of children raises
the size of the group that is at risk of eventually becoming single parents through
separation, divorce, or death of a spouse. Finally, the lower the cost relative to the
benefits of forming one’s own household, the more likely one is to be a household
head. Welfare is the primary factor considered here, although other factors such as
housing costs could also play a role (Winkler 1992).

There has been a good deal of prior empirical research on the impact of welfare
on women’s family formation and fertility. In a review of this literature, Moffitt
(1998) reaches the following conclusions. First, studies more often than not have
found that welfare benefits have a negative effect on marriage and a positive effect
on fertility, although often these effects are small, many studies find no significant
effects at all, and others provide mixed results. One area in which the many studies
of the impact of welfare on demographic outcomes have provided fairly consistent
results is in the impact of welfare on single headship: Studies usually have found
that higher welfare benefits encourage single mothers to form their own households
rather than to stay within households with other adult relatives (see, for example,
Danziger et al. 1982; Ellwood and Bane 1985; Hutchens, Jakubson, and Schwartz
1989; Moffitt 1994).° However, even here, some negative effects also have been
obtained (Moffitt 1990). A second conclusion that emerges from Moffitt’s (1998)
review is that, when analyses are disaggregated by race, positive welfare effects tend
to be larger, and are found more often for whites than for blacks, although here
again there is no consistent pattern of results across the many studies that have been
conducted. As we will see below, conclusions about race may be sensitive to the
methodology used.

Although research on the impact of welfare benefits on family formation decisions
has often used cross-state variation to identify the effect of welfare, as noted above,
a positive cross-sectional correlation between welfare and single headship may re-
flect a state’s tolerance for single-parent households and other unmeasured factors
rather than a causal effect of welfare.” This has led to the adoption in recent work
by Moffitt (1994) and Hoynes (1997) of a fixed-effects methodology that relies on
changes in welfare benefit levels in a state as a potential cause of changes in single
headship. In both of these studies, welfare effects on single parenthood were found
to be stronger for blacks than whites. But Hoynes (1997) points out that if, in a panel
data source such as the Panel Study of Income Dynamics (PSID), the composition of
state populations changes over time through migration of individuals and sample
attrition or entry, then the state fixed-effects specification still may yield spurious

5. Unfortunately, the U.S. Department of Housing and Urban Development (HUD) has “fair-market” rent
data available by MSA only since 1983. Thus, we lack the necessary information to include data on rents
in our full set of analyses.

6. A recent paper by Hu (2001) points out a countervailing effect working to increase incentives for
respondents younger than 18 to remain in their parent’s household when their parent is eligible for welfare:
Because welfare benefits increase with family size, the parent loses benefits if the child (respondent) leaves
the household.

7. Again, Ellwood and Bane (1985) were among the first to draw attention to this issue.
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results. This leads her to include individual as well as state fixed effects in some of
her specifications.

In implementing the individual and state fixed-effects design, Hoynes (1997) finds
that the positive effect of welfare on single headship obtained in the state fixed-
effect specification disappears. This finding could mean that the positive effect in
models that control only for fixed state effects was spurious. As Hoynes (1997)
points out, the only mechanisms through which adding individual fixed effects to
the state fixed-effects model could influence the welfare coefficient are through mi-
gration or through compositional changes over time in the PSID sample within states.
Specifically, if no one moved and no one left or joined the panel after the first year,
then state fixed effects and individual fixed effects would provide the same informa-
tion.® Because only 9 percent of blacks and 16 percent of whites ever migrated in
the 21 year period in Hoynes’ data, one is potentially placing a lot of weight on a
relatively small number of people (the migrants, as well as sample attriters or joiners)
in concluding that welfare has no effect on family formation.’

The research design pursued here uses three consecutive independent cross sec-
tions from the 1970, 1980, and 1990 Censuses to examine the impact of welfare on
family formation outcomes by taking into account MSA fixed effects and MSA-
specific time trends. As discussed above, the latter occur when norms and other
trending forces are changing at different rates in different areas, while the earlier
literature on welfare has assumed that these forces are fixed. Since we do not have
a panel of individuals, we cannot know specifically whether any changes in single
parenthood or in its rate of change are due to the behavior of migrants or current
residents. However, by examining the characteristics of migrants, we can make some
inferences about what may be driving the changes in single parenthood and headship.

In an earlier paper, Blau, Kahn, and Waldfogel (2000), we examined the determi-
nants of marriage. We found that in fixed effects (first difference) models estimated
over the 1980—90 period, welfare had significantly negative effects on marriage for
less educated young black and white women. These effects were larger in magnitude
for blacks, similar to the fixed-effects results for single headship in Hoynes (1997),
and as mentioned earlier, some of the findings in Moffitt (1994). However, when
we took account of heterogeneity in time trends by using second differences, the
effects of welfare became small in magnitude and statistically insignificant, sug-
gesting a correlation between trends in norms and other trending forces and trends
in welfare benefits.!?

In order to estimate the effects of welfare on single parenthood and headship, we
need to take into account labor and marriage market conditions, including the supply
of marriageable men. Several previous studies have found that men’s employment
opportunities have a positive effect on marriage for both blacks and whites.!! How-
ever, the same considerations that led some researchers to use fixed-effects models

8. In the models that control for state and individual fixed effects, the state fixed effects could reflect the
possibility that individuals® tastes come to resemble those in the state where they live.

9. We return to the issue of welfare and migration later in this article.

10. Papers by Ribar and Wilhelm (1999) and Page, Spetz, and Millar (2000) on welfare caseloads also
find that it is important to control for time trends.

11. See, for example, Olsen and Farkas 1990; Fitzgerald 1991; Mare and Winship 1991; Lichter, LeClere,
and McLaughlin 1991; Schultz 1994; Wood 1995; Brien 1997; Blau, Kahn, and Walfogel 2000.
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in estimating the effects of welfare apply here. For example, married men outearn
single men (Korenman and Neumark 1991), suggesting that the high marriage rates
one observes in areas with good male job opportunities may merely reflect married
men’s greater productivity. And our reasoning about time trends applies here as well:
Improvements in married men’s job opportunities may reflect secular changes in
married men’s wage premium. Again, models with area-specific time trends (in addi-
tion to fixed effects) can in principle take account of such effects.

A common shortcoming of the literature on family formation is that studies have
tended to use a fairly limited measure of labor market conditions (typically, the
unemployment rate and/or average earnings). Moreover, previous studies have
tended to measure labor market conditions for all men or women rather than by
education and race groups separately. Much of this earlier work uses actual female
and male wage or employment rates as explanatory variables, even though these
will be affected by marriage and fertility decisions. Further, measures of the supply
of marriageable men generally combine the effects of partner availability and labor
market conditions into one measure. This study differs from previous research in
using a richer and plausibly more exogenous set of measures of labor and marriage
market conditions, and in using measures that are disaggregated by education and
race groups. These measures are described in detail below.

A final distinctive feature of our research design is to focus on young women—
those aged 16—24. This means that we are measuring labor market conditions at
roughly the time when these women are making their family formation decisions.
Including older age groups, as much of the existing work does, brings in groups
who made their family formation decisions at widely varying times, hence possibly
under widely differing labor and marriage market conditions. Our focus on young
women also means that we are concentrating on the age group that has been at the
center of much of the policy concern. Of course it must be acknowledged that our
results may not be representative of the behavior of women outside our age group.

III. Analytical Framework, Data, and Methodology

This study exploits MSA-level differences in welfare policy and la-
bor and marriage market conditions to estimate the impact of these factors on young
women’s propensity to become single parents or single heads. The analytical frame-
work is based on the assumption that substitution in the labor market between groups
such as high school dropouts or college graduates is imperfect. Thus, changes in
relative supply of or demand for such groups will in general produce changes in
relative wage offers (Katz and Murphy 1992). These in turn are expected to affect
family formation decisions. As discussed above, labor and marriage market condi-
tions are expected to have theoretically ambiguous effects on the incidence of single
motherhood and single headship, due to opposing effects on being single and having
children.

We use metropolitan areas to test the impact of welfare benefits because the geo-
graphic extent of labor markets is better described by metropolitan areas than by
states. Of course, to implement such a strategy, one needs a theory of regional labor
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markets. In formulating this framework, our maintained hypothesis is that supply
and demand adjustments across regions are partially limited by mobility costs. A
considerable body of research supports this view, finding that demand or supply
shifts have wage or employment-to-population ratio effects that last up to 10—15
years (Bartik 1993, 1994; Topel 1986, 1994; Bound and Holzer 1993 and 2000;
Borjas and Ramey 1995).!2

To analyze family formation outcomes, we use microdata on women age 16-24
from the 5 percent samples of the 1980 and 1990 Censuses and the 2 percent sample
of the 1970 Census. These are the largest available samples in each year. Although
macroeconomic conditions were fairly similar in the latter two years, 1970 was a
mild recession year. We exploit area differences in economic activity as important
explanatory variables, providing some control for economic conditions. The Census
files contain sufficient observations to stratify analyses by race-education group and
to identify local labor market effects within each of these categories. Our local labor
markets are MSAs. Where boundaries for MSAs change over time, we use a consis-
tent set of definitions so that comparable areas are defined for 1970, 1980, and 1990.1
Due to sample size considerations, we use 67 comparable MSAs that have at least
ten young women in each race-education subgroup across which our supply and
demand indexes are defined (see below).

In this paper, we use all blacks and all whites regardless of Hispanic ethnicity
status. This decision was necessitated by the fact that Hispanics were not separately
identified in the 1970 Census. For the purposes of creating labor and marriage market
variables (see below), we also divide our samples of young women into three educa-
tion groups: Those with less than a high school education; those who have completed
high school but have no further education; and those who have completed some
college beyond high school (this latter category includes both those with some col-
lege and those with a college degree). In some analyses, we estimate separate equa-
tions for the less educated group because we expect welfare to have larger effects
for them than for the whole population.

A single mother is defined as a woman who is not currently married and who is
coded by the Census as the mother of children under 18 living in the household. '

12. However, Blanchard and Katz (1992) argue that migration undoes regional demand effects within a
decade.

13. Because of changing definitions, these MSAs were created by matching as closely as possible the
metropolitan areas as defined by the Census. We were guided by Bound and Holzer’s (2000) original
breakdown of these areas. In some cases, MSAs were consolidated so that we only know the probability
that an individual is in a particular MSA. When this relatively rare event occurred, we included individuals
only if they had a greater than 0.5 probability of living in a particular MSA, and we assigned them to this
MSA. In an Appendix available upon request, we provide further details as well as a list of the included
MSAs.

14. Itis important to note that the 1970 and 1980 Censuses undercount single mothers living in subfamilies.
(For an extensive discussion of this problem, see Ellwood and Bane 1985; see also London 1998.) To
correct the undercount, we create our own variable for single mother in a subfamily, following Ellwood
and Bane (1985), by matching any child identified as a “grandchild of the head” in the 1970 or 1980
Census to a single young woman living in the household if she is the daughter of the head and is at least
15 years older than the child. We do not analyze separately those single parents who are cohabiting because
we cannot identify cohabiting couples with certainty in the Census. Thus, we follow in the tradition of
the literature on welfare effects of simply distinguishing married couple from single parent families. For
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A single head is defined as a single mother who is also head of the household. The
analysis uses microdata on individuals to estimate the impact of welfare benefits on
family formation. The following probit model for the determinants of single mother-
hood (headship) for person i, in metropolitan area j and year ¢ is estimated separately
by race:

I P =1 =DV,

[j/bt + erW),

where Y is a dummy variable signifying that one is a single mother (head), ®(-) is
the standard normal cumulative distribution function, V is a vector of individual
characteristics, C is a vector of MSA-specific factors, and b and w are coefficient
vectors.

In the vector V, we control for measured characteristics available in the census
data which would be expected to affect an individual’s labor market prospects, their
attractiveness as a marriage partner, and their preferences regarding marriage and
motherhood. Thus, although our age group is relatively narrow, we take advantage
of the large sample sizes available in the Census to include individual age dummy
variables in years, as well as schooling dummy variables referring to different levels
of schooling. Specifically, we include controls for the following educational catego-
ries: O years completed, 1-4 years, 5—8 years, 9 years, 10 years, 11 years, 13—15
years, and 16 years and older. The omitted category is those with exactly 12 years
completed.’

We include those enrolled as well as those not enrolled in school because school-
ing decisions are made in the same context as marriage and childbearing decisions.
Thus, in effect we estimate reduced form models for single parenthood and headship.
While we acknowledge that the education variable may be endogenous, we also
believe that it is especially important to control for this in analyzing the impact of
welfare, as has virtually every study of the impact of welfare. Since our samples
are young and include the enrolled, the within-group control for age is important:
the meaning of having less than a high school education, for instance, is not the
same for someone age 16 (who may be continuing on) as it is for someone age 22
(who has likely completed her education). Our inclusion of individual age dummy
variables controls for cross-MSA differences in the age composition of the popula-
tion and thus allows for an appropriate interpretation of the coefficients on the MSA-
level variables (C).

In the vector C, we include a measure of welfare generosity which is of course
the key explanatory variable of interest. Welfare benefit levels are measured as the
log of the sum of 0.7 times the maximum AFDC benefit plus food stamp benefits
available for a family of four in the state in which the MSA is located in 1980
dollars.'® We also include the following MSA-level control variables: The adult male

a recent analysis of the effects of welfare on cohabitation decisions, see Moffitt, Reville, and Winkler
(1998).

15. In calculating years of education, we follow Jaeger (1997) to deal with the changes that were made
to the education questions beginning in the 1990 Census.

16. We use 0.7 times the maximum AFDC benefit to add to food stamps because AFDC had a benefit
reduction rate of 0.3 with respect to food stamps (Moffitt 1994). In some cases, an MSA spanned more
than one state. In such cases, the welfare benefit variable was a population-weighted average of the indi-
cated states’ benefit levels. Hutchens, Jakubson, and Schwartz (1989) also note that the difference between
the benefits one is eligible for in an extended family versus heading one’s own household should affect
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(ages 25-54) unemployment rate and the log of the adult male average wage level
in the labor market as measures of overall indicators of labor market conditions.
Further, controlling for wage levels puts a sharper interpretation on the welfare bene-
fit variable, since average hourly wages are likely to be closely correlated with local
living costs. In addition, adult wages and unemployment are less likely to be endoge-
nous to the behavior of the younger age group employed in our primary analyses
than measures that include younger individuals. Wages were expressed in 1980 dol-
lars and computed as the previous year’s annual earnings divided by the product of
weeks worked and average weekly work hours among the non self-employed.”

Finally in each model, we include indexes (defined below) of labor market demand
and supply for young men and young women in each of 12 race-gender-education
groups of 16—24 year olds: (white, black) x (male, female) x (ED < 12, ED = 12,
ED > 12). Because we use estimates of the underlying supply and demand conditions
that determine wage and employment opportunities, rather than the actual earnings
and employment of the young women and their potential partners as explanatory
variables, our approach is less likely to be contaminated by reverse causality biases
than much previous work. Each equation has 12 supply variables and 12 demand
variables, and the model thus allows supply and demand for a given group (for
example, black men with 12 years of schooling) to influence the family formation
decisions of each of the race-education groups of women studied here. Taken to-
gether, the demand and supply indexes control for the underlying determinants of
each group’s labor market prospects as well as the pure supply of potential partners.
We followed the approach of including the full set of supply and demand variables
for each observation because it did not in any way constrain the coefficients on the
supply and demand variables or require us to make any a priori assumptions about
likely marriage patterns.'®

A group’s supply and demand indexes are defined as:

2) SuI’Pl)’kﬂ = 111(519';)

(3) Demandy, = In(Dy,),

living arrangements. The authors used a telephone survey of state agencies to collect data on this difference
at one point in time (the mid-1980s). However, such data are not available on the time series basis necessary
to use in our analyses. We note, however, that Hutchens, Jakubson, and Schwartz find for all states that
it was easier to qualify for benefits as a household head than as a single mother in an extended family.
Thus, our welfare benefit variable should at least be positively correlated with the gains to being a single
mother household head.

17. Those with computed hourly wages less than $1 or greater than $250 in 1980 dollars were excluded
from the calculations.

18. In earlier work (Blau, Kahn, and Waldfogel 2000), we defined “net labor market supply” as the differ-
ence between each group’s supply and demand indexes and used this variable as the indicator of labor
market conditions for the group. We also assumed assortive mating, that is that young women would be
most likely to marry young men in their age and education group. Under these assumptions, labor and
marriage market conditions for a race-education group could be summarized by three variables: net labor
market supply for women in the race-education group; net labor market supply for men in the race-educa-
tion group; and net marriage market supply of young women in the race-education group (equal to the
difference between the supply indexes of young men and women in the race-education group). Preliminary
results were similar to those reported below when we followed this approach here.
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where k stands for gender-education-race group of 16—24 year olds, j for MSA, t
for year, Sy, is the fraction of the MSA’s total population comprised by group k,
and Dy, is a demand index in year ¢ for group k. The demand indexes are similar to
those constructed by Katz and Murphy (1992) and are defined as follows:

4 Dlg’l =320 (S * onl/Ejr)’

where o indexes industry-occupation category (14 industries crossed with three oc-
cupations),’ s, is the share that group k comprises of total U.S. employment in
industry-occupation cell 0; and E,; and E; are respectively MSA j employment in
industry-occupation cell o and total MSA j employment.

The demand index is essentially a predicted MSA employment share for group k
in MSA j, where we weight the relative employment of industry-occupation group
o0 in area j by the national importance of group k in the industry-occupation cell.
Since the same weights (s,,) are used for each MSA in a given year, the demand
index is driven by area differences in overall industry-occupation composition of
employment. The supply index is the group’s actual population share that is thus in
similar units as the predicted employment share in the demand index.

Of course, these demand and supply indexes may be affected by relative
wages and are therefore not precisely the same as the desired notion of the
placement of the local relative demand and supply curves (Katz and Murphy 1992).
However, because the demand index is based on national employment shares for
the group in each industry-occupation cell and overall local employment in each
industry-occupation cell, it is not likely to be greatly affected by changes in our
focal groups’ local wage levels. Furthermore, the supply index refers to population
rather than employment shares, again providing perhaps a more convincing source
of exogenous variation, although even the population of a given race-gender-
education group may be affected by relative wages through migration and schooling
decisions.”

Equation 1 is estimated on a pooled 1970—1980—1990 sample with MSA dummy
variables, MSA-specific time trends,?! and overall time effects. We compute Huber-
White standard errors and allow for correlation of the errors within each MSA.?* In
each of the models, we allow the coefficients of the individual-specific variables
to be different in different time periods by interacting them with the year dummy
variable(s).

19. The industry categories are: Agriculture, Forestry and Fisheries; Mining; Construction; Manufacturing
(Durable Goods); Manufacturing (Nondurable Goods); Transportation, Communications, and Other Public
Utilities; Wholesale Trade; Retail Trade; Finance, Insurance, and Real Estate; Business and Repair Ser-
vices; Personal Services Including Private Households; Entertainment and Recreation Services; Profes-
sional and Related Services; and Public Administration. The three occupation groups are: Professional,
Technical and Managerial; Clerical and Sales; Craft, Operative, Laborer and Service.

20. The demand index as defined above uses employment shares and the current year national employment
share weights. Our results were the same when we used shares of work hours instead of employment.
21. The MSA-specific time trends are equal to the MSA dummy variables multiplied by YEAR, where
YEAR = 1970, 1980, 1990.

22. We used the probit routine in STATA, allowing for clustering of the errors by MSA.
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Table 1
Mean Values for the Regression Sample

Whites Blacks
Single Single Single Single
Motherhood Headship Motherhood Headship
1970 0.025 0.014 0.144 0.069
1980 0.031 0.018 0.192 0.099
1990 0.044 0.020 0.213 0.094
All 0.035 0.018 0.192 0.093
N 674,649 163,984

Notes: A single mother is defined as a woman who is not currently married and who is the mother of a
child or children younger than 18 living in the household. A single head is defined as a single mother
who is also head of the household.

IV. Results

A. Sample Means

Table 1 shows sample means of the dependent variables for the underlying 1970,
1980, and 1990 Census microdata for the 67 MSAs upon which our regression analy-
sis is based. While our 67 MSAs constitute only a subset of the population, national
means are virtually identical to those reported in Table 1. The data in Table 1 reflect
some well-known national patterns. In each year, black women are considerably
more likely to be single mothers and single heads than are white women. The data
also show an increase in the incidence of single motherhood and single headship
for both blacks and whites over the 1970-90 period taken as a whole, although,
especially for blacks, there was some leveling off in the trends over the 1980s.

At the aggregate level, it is difficult to attribute the observed increases in single
motherhood to welfare benefits, since benefits declined by an average of about 18
percent in real terms in our MSA sample between 1970 and 1980, and fell by 9
percent between 1980 and 1990. Thus not only have welfare benefits been falling
during this period of rising single motherhood; they fell faster during the period when
this outcome was increasing fastest for black women. It is still possible, however, for
welfare benefits to be a determinant of single motherhood, and our regression analy-
ses attempt to estimate this effect.

23. Our 67 MSA sample was determined by our ability to match MSAs across the three census years and
also to obtain a sufficient number of observations on each race-education group in the MSA (that is, ten
for each race-education group). The pooled 1970-1980—-1990 MSA sample included 60.9 percent of the
national population for blacks and 41.1 percent for whites.
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B. Basic Probit Regression Results

The probit results for the welfare benefit variable are presented in Tables 2 (white
women) and 3 (black women). The entries are the partial derivative of the dependent
variable with respect to the welfare benefit measure evaluated at the mean of the
dependent variable. The tables present results for cross-sectional models (Panel A),
models with MSA dummies (Panel B), and models with MSA dummies and MSA-
specific trends (Panel C). For purposes of comparison, within each panel, we present
models for all women and for those with less than 12 years of schooling. We also
report results for two specifications: models with the adult male log wage and unem-
ployment rate included, and models with these two indicators plus our 24 supply
and demand variables.

Despite the large number of specifications, some general patterns emerge. First,
in the cross-sectional models (Panel A of Tables 2 and 3), welfare has positive coef-
ficients for both single motherhood and single headship for whites and blacks. More-
over, these effects are significant in each case for whites and for single headship for
blacks. The estimated derivatives tend to be larger for the less educated than for the
full sample, although the differences are not large among blacks. Thus, the results
indicate that without taking into account MSA fixed effects or trends, it appears that
welfare encourages single motherhood for whites and single headship for both whites
and blacks.

When we add MSA fixed effects (Tables 2 and 3, Panel B), the positive effects
for whites all become negative, with several of them statistically significant. The
single motherhood results for blacks remain insignificant and usually positive, while
the black single headship results remain positive, with two of them marginally
significant—all education groups pooled with the full set of labor market variables,
and the less educated with just adult male wages and unemployment included. These
results are qualitatively similar to previous findings using state fixed effects that
found a welfare effect on single headship only among blacks (Moffitt 1994 in one
specification; Hoynes 1997).

Finally, we turn to the results that take into account both MSA fixed effects and
MSA-specific trends (Tables 2 and 3, Panel C). These specifications continue to
show no evidence of positive welfare effects for whites. In the second model shown
(that is, with the full set of labor market variables), the effects of welfare for whites
are insignificant three times and significantly negative once (single motherhood, edu-
cation < 12). As mentioned earlier, Moffitt (1990) has pointed out that in some
studies welfare has been found to have negative effects on single headship, a seem-
ingly counterintuitive finding. In any event, for whites at least, carefully controlling
for omitted variables by including MSA dummies and trends eliminates the
apparently positive effects of welfare found in the cross-sectional results (Table 2,
Panel A).

For young black women, when we control for MSA dummies and trends (Table
3, Panel C), welfare continues to have insignificant effects on single motherhood.
However, when we control for the full set of labor market variables, welfare has
positive and significant effects on single headship for black women overall and for
less educated black women. In these fully specified models, the derivatives are 0.081
(asymptotic standard error 0.044) for the full black sample and 0.119 (asymptotic
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standard error 0.057) for less educated black women. At the mean frequency of
single headship for each group, these derivatives correspond to elasticities of 0.871
for the full sample and 1.312 for those with education less than 12 years. This pattern
of elasticities is consistent with our expectation that welfare would have larger effects
for those with lower potential market wages, as is the fact that welfare has more a
positive effect on black than white women (due to black women’s lower income
levels). In sum, for black women in general and especially for less educated blacks,
these results imply that while welfare raises the likelihood that single mothers will
form their own households, it does not raise the incidence of single motherhood
itself. As noted above, this is one of the most robust results in the prior literature
on the effects of welfare on demographic outcomes. The larger size and significance
of the coefficients when the group-specific supply and demand variables are included
suggests the importance of taking into account group-specific indicators of labor
market conditions, rather than simply aggregate indicators.

Although we have found some evidence that, for young black women, welfare
benefits are positively associated with single headship, the census data do not allow
us to determine whether this effect is due to the family formation decisions of women
who live in a particular area or the attraction of single heads to high benefit areas.
This ambiguity characterizes all research that uses single cross-sections or pooled
cross sections such as multiple years of the Census or the Current Population Survey,
and is present to some extent even in Hoynes’ (1997) panel data model including
both individual and state effects. In the latter case, while we do know whether the
dependent variable, single headship, has changed for the individual, a positive effect
of welfare benefits on single headship could still reflect either a change in headship
in response to welfare benefit levels after an exogenous move or a prior decision to
become a single head and hence move to a high benefit state. Thus, short of a multi-
equation model of migration and family formation, which would be extremely hard
to credibly identify, we cannot, even with panel data, definitively resolve the migra-
tion issue.

Although we cannot say whether our results reflect the impact of welfare benefits
on residents’ decisions to be single heads or on single heads’ propensity to move
to high benefit states, we can at least shed some light on the dimensions of this
problem of interpretation. We note first that, among the 16—24 year old black women
in our regression samples, giving 1970, 1980 and 1990 equal weight, only 11.2 per-
cent had migrated in the last five years. The corresponding figure for those with less
than 12 years of schooling was an even smaller migration rate of 7.8 percent. The
low incidence of migration places some sharp limits on the degree to which the
behavior of migrants could be explaining our results. Second, for the full sample
of young black women, the incidence of single headship was 8.8 percent among
nonmigrants and a roughly similar 7.7 percent for migrants, with corresponding fig-
ures for the less educated of 8.4 percent among nonmigrants and 9.4 percent among
migrants, again weighting the 1970, 1980, and 1990 samples equally. This similarity
in the incidence of single headship among migrants and nonmigrants in conjunction
with the small number of migrants suggest that migration is unlikely to account for
our welfare results.
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C. Supplementary Results

While our focus in this paper is the impact of welfare on family formation decisions,
it is also of some interest to consider the impact of the personal characteristics and
labor market variables. Selected results for these variables for the incidence of single
headship are shown in Table 4 for the specification that includes MSA dummies and
MSA trends. The age and education results reported in the Table are the estimated
main effects of these variables. They measure the impact of these variables for 1970,
since the equations also include age and education interactions with 1980 and 1990
dummy variables. The main effects indicate that, as would be expected, the incidence
of single headship rises with age (the omitted category is age 24) and falls with
education level (the omitted category is ed 12), all else equal. Our findings for the
interactions of these variables with the year dummies, which are not shown in the
Table, indicate that the incidence of single headship in 1980 and 1990 fell relative
to 1970 for the very young (ages 16 and 17) and for those with some college educa-
tion. These latter findings for education are consistent with results reported by Blau
(1998), who found that the relationship between single parenthood and education
became more negative over this period.

The coefficients for the 24 group-specific supply and demand variables are highly
significant as a group. When these variables are excluded, the overall labor market
indicators (adult male log wages and unemployment) are jointly significant and indi-
cate that higher overall wages and lower overall unemployment are negatively asso-
ciated with single headship for whites and blacks. However, when we add the supply
and demand variables, the overall wage and unemployment effects become insig-
nificant individually and jointly. Perhaps the group-specific supply and demand vari-
ables capture labor and marriage market conditions more accurately than the overall
labor market indicators (wage and unemployment levels) that most previous research
has employed.

D. Alternative Specifications

In addition to the specifications shown in Tables 2 and 3, we found that the basic
results for welfare benefits were robust to a variety of alternative specifications. First,
in addition to the regular AFDC and food stamps programs, in 1980 25 states plus
Washington, D.C. offered AFDC in some cases to married-couple families through
the AFDC-Unemployed Parent (AFDC-UP) program.* The Family Support Act of
1988 required all states to offer AFDC-UP by October 1990, and they all did. But
we do not know whether they began offering it by the spring of 1990 when the Cen-
sus interviews were conducted. Despite this ambiguity in the timing of AFDC-UP
coverage, we estimated supplementary models with a dummy variable for AFDC-UP
coverage as of 1970, 1980, or 1988 for the corresponding regressions. The findings
for welfare benefit levels are very similar to those without controlling for AFDC-UP
coverage.

Second, our models with MSA fixed effects and MSA-specific trends are an at-
tempt to account for otherwise unmeasured variables and their trends that could

24. This description of the AFDC-UP is based on data generously provided to us by Hilary Hoynes.
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affect both welfare benefits and family formation decisions. Yet even controlling
for such trends may not adequately account for unmeasured variables that could bias
even the second difference equations. We attempted to control for such factors by
adding to some specifications variables reflecting the political climate in each state.
Specifically, we include: the fraction of the state’s lower house comprised of Demo-
cratic party members; the fraction of the upper house that was Democratic; and an
indicator variable for whether the governor was Democratic.”> When these variables
were added, the results for the welfare benefit variable were virtually identical to
those reported in Tables 2 and 3, giving us further confidence that we have adequately
controlled for omitted variables.

V. Conclusions

This paper has used data from the 1970, 1980, and 1990 Censuses
to investigate the impact of welfare benefits on the incidence of single parenthood
and headship for young women. We controlled for personal characteristics, labor,
and marriage market conditions, and unlike most previous research on the impact
of welfare, metropolitan area fixed effects and MSA-specific time trends. The impor-
tance of controlling for MSA fixed effects and trends is that area-specific factors
such as norms or other unmeasured economic or social factors and their trends may
affect both the provision of welfare benefits and individual family formation deci-
sions. The large sample size of the Census also allows us to control for labor and
marriage market conditions in a more detailed way than in previous work. Stratifying
by race, we estimated the impact of welfare benefits on single motherhood and single
headship for individuals overall and separately for the less educated, a group we
expect to be disproportionately affected by welfare.

Consistent with earlier research on the impact of welfare, we find positive cross-
sectional associations between welfare benefits and single parenthood and headship.
However, these cross-sectional associations may reflect unmeasured factors such as
norms that influence single parenthood or headship and welfare benefits levels. Simi-
lar to results obtained in recent studies by Moffitt (1994) and Hoynes (1997), using
data other than the Census, we find some evidence that the positive effects on single
headship remain for black women but largely disappear for whites when MSA fixed
effects are included. However, even a specification including such MSA fixed effects
does not account for unmeasured factors such as changing norms and other trending
forces that cause changing levels of both welfare benefits and single headship. The
use of three waves of Census data enables us to account for these factors by including
MSA-specific time trends. In these analyses, a positive effect of welfare benefits on
single headship for young black women and an even larger positive effect for young
less-educated black women remains. We conclude that for young black women, cur-
tailing welfare benefits may well raise the likelihood that single mothers live in
extended family arrangements but without affecting the likelihood that they become

25. As with the welfare benefit variable, when an area spanned more than one state, the political variables
were computed as the population-weighted averages across the relevant states.
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single mothers in the first place. This might be expected to benefit children who
may be more likely to live with multiple adult relatives than otherwise, but much
depends on the circumstances of the individual family (Moore and Brooks-Gunn,
2002). Regardless of its effect on child well-being, a reduction in single headship,
rather than single motherhood itself, is clearly not the main outcome that welfare
reformers had in mind when they enacted the federal reforms of 1996, and the state
reforms that preceded them. Our results regarding single parenthood confirm those
of much of the earlier literature: welfare benefits seem not to be an important motiva-
tor for young women to have children out of wedlock.
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