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Abstract

Cross-sectional studies have found a positive relationship between a state’s welfare
benefit level and single motherhood. But is this evidence of a “welfare effect” or rather
of cross state differences in social attitudes that influence both welfare policy and
behavior? This study looks at the history of welfare programs over the twentieth century
and examines the relationship between welfare benefits and family structure from 1910
and 1970. Cross-state variation in welfare policy was already present in the mothers’
pensions programs enacted in the 1910s, but evidence of a welfare effect does not appear
until 1960 or 1970.
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Between 1970 and 2000, the fraction of American families with children under the age of
18 headed by single mothers more than doubled, rising from 12 to 26 percent. This change has
given rise to some alarm. Families headed by single mothers have high rates of poverty, and
children raised in such families are more likely to drop out of school, have children out-of-
wedlock, and have difficulties in the labor market as young adults (McLanahan and Sandefur
1994). In the search to explain this dramatic change in American family structure, much of the
attention has been focused on the American welfare system. In most states, only families headed
by single parents are eligible for cash assistance programs. This restriction, it is argued,
promotes the formation of single mother families by discouraging marriage and encouraging
divorce and separation.

Numerous studies have examined this “welfare effect” hypothesis over the past thirty
years and have produced a wide range of results. Moffitt (1998 and 2003) provide recent
reviews of this literature. Time series evidence provides little support for the hypothesis: during
the 1970s and 1980s when the number of single-mother families was increasing most rapidly,
real welfare benefits were falling (Moffitt 1998, 60). But cross-sectional studies often find that
family structure varies with a state’s level of benefits. In states with higher benefits, women
have been found to be less likely to be married (Schultz 1994 and 1998) and more likely to be
single mothers (Moffitt 1994) and household heads (Hoynes 1997). However, when the analysis
is extended to repeated-cross-section and longitudinal data a slightly different and more
complicated story emerges. Moffitt (1994) and Hoynes (1997) find that controlling for state
fixed effects causes the relationship between benefit levels and female headship for whites to
disappear. As both authors document, this change occurs because state fixed effects are
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benefits are those with high rates of female headship, and states that offer low levels of benefits
are those with low rates of female headship. The disappearance of the benefit level effect when
state fixed effects are included in the model indicates that white female headship does not
respond to the year-to-year changes in the level of benefits. But the basic conclusion of these
models is still that states that offer the most generous welfare benefits have the highest rates of
female headship among whites. The same correlation, however, does not exist for blacks. Both
Hoynes and Moffitt find no correlation between benefit levels and state fixed effects for black
female headship, and adding state fixed effects has no effect on the estimated relationship
between welfare benefit levels and black female headship.

As Moffitt pointed out in his 1994 paper, these results raise as many questions as they
answer (p. 634). Namely, what are “state fixed effects” and how do we interpret them in the
context of the debate on the impact of welfare policy on family structure?' A standard
explanation is that fixed effects capture differences across states in population composition and
attitudes towards single motherhood. Such factors would influence both the prevalence of single
motherhood and the relative support for the welfare system. For example, a strong two-parent
family tradition in a state will lead to fewer single mothers and less support for welfare
programs. But such explanations present other questions. How did the “strong two-parent
family tradition” develop? Did this tradition precede and determine the limited support for
welfare programs in the state? Or, did the limited support for welfare contribute to the
development of this tradition?

Furthermore, any explanation must confront the issue of the lack of correlation between
the state fixed effects for black female headship and welfare benefit levels. One explanation —
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norms differ between blacks and whites and those of blacks do not influence policy. Moffitt also
proposes another explanation: discrimination. States may offer low levels of welfare benefits in
response to high rates of black female headship.

This paper addresses these issues by examining the relationship between relative welfare
generosity and family structure from 1910 to 1970. The majority of studies to date have focused
on the period from 1968 forward.> This focus is natural given the changes in family structure
that took place in the 1970s and 1980s. But the seeds of those changes were planted much
earlier, especially for blacks. Single motherhood was on the rise among blacks as early as the
1940s and began to rise among whites in the 1960s. Moreover, the bias toward single-parent
families in the American welfare system long precedes these changes. The first public assistance
programs targeted at single mothers were mothers’ pensions which were enacted by state
legislatures beginning in the 1910s. These early laws set the stage for the tremendous spatial
variation in welfare generosity we observe today. The variation in these early programs is
striking not only for its extent but also for how closely it corresponds to the variation observed
throughout the history of the federally-mandated Aid to Families with Dependent Children
(AFDC) program created by the Social Security Act in 1935. The most generous states in 1919
were the most generous states in 1940 and are still among the most generous states today. Ifa
state’s relative welfare generosity is determined by social norms and attitudes toward single
motherhood, those norms and attitudes were already in place in the first half of the twentieth
century. The question is, did cross-state differences in welfare policy in this period correspond
to cross-state differences in behavior? Or did this relationship only emerge later when single

motherhood began its rise?



The long history of variation in welfare generosity across the states

Public aid to single mothers had been discussed as early as the late-nineteenth century,
but the real push for such programs, though, began with the 1909 White House Conference on
the Care of Dependent Children. Much of the discussion at the conference centered on the plight
of single mothers who were separated from their children by poverty alone. In fact, many
charitable organizations in the early twentieth century encouraged impoverished mothers to place
their children in orphanages or foster care (Leff 1973, 399). The irony, noted by many
conference participants, was that the cost for caring for children in institutions or foster families
was frequently much greater than what it would have cost to care for these children in their own
homes.

Illinois passed the first statewide mothers’ pension law in 1911 authorizing county
governments to provide grants to mothers with dependent children. Other states quickly
followed. By the end of 1919, 39 states had enacted mothers’ pension laws. State legislation did
not establish state programs, but rather authorized local governments — usually county
governments — to provide cash grants to destitute parents. Most, in fact, did not even provide
state funds for pensions. But state legislation provided the general parameters under which these
programs had to operate.

These early laws already embodied the tremendous variation in welfare generosity across
the states we are familiar with today. Table 1 provides some of the characteristics of the
mothers’ pensions laws in force in 1919. State laws differed, first of all, in who was defined
eligible to receive aid. Some states such as New York and New Jersey only permitted grants to
widows, while other states extended coverage to divorced or so-called “deserted” mothers and to

mothers with institutionalized and incapacitated husbands. Only Michigan and Nebraska



explicitly allowed payments to unmarried mothers, but a number of states — Massachusetts, New
Hampshire, Washington, Colorado, Pennsylvania, Maine, and Indiana — had legislation that
covered “mothers of dependent children” without reference to marital status. Laying the
foundation for the variation in benefit levels that characterizes welfare programs today, state
laws also varied in the maximum grants they allowed for families of different compositions. In
1919, the maximum grant specified for a family consisting of a mother and three children was
$18 ($145 in 2000 dollars) in New Jersey and $55 ($444 in 2000 dollars) in Utah and Nevada.
The New York law stated that the benefits paid “must not exceed what it would cost to care for
children in an institutional home.” The Massachusetts law, in contrast, specified no maximum,
leaving it to local governments to determine grant amounts (U.S. Women’s Bureau 1919).

Mothers’ pensions programs as implemented never lived up to their legislative success.
Many counties, most of them rural, refused to establish programs claiming that no eligible
families lived within their boundaries (Leff 1973, 413). Mothers’ pensions programs, where they
did exist, were generally under funded. The grants provided were generally very low and
typically did not even cover the basic expenditure requirements of families (U.S. Children’s
Bureau 1923).

Mothers’ pensions programs also served a very select population. Despite the fact that
during the 1920s most states extended coverage to divorced and deserted women, 82 percent of
pension recipients in 1931 were widows (U.S. Children’s Bureau 1933, 11). The black
population was particularly underserved by these programs. Single motherhood was more
prevalent in the black than the white population even in the early twentieth century (Gordon and
McLanahan 1991; McDaniel 1994; Morgan et al. 1993; Ruggles 1994), but only 3 percent of
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Southern states, where the majority of blacks lived during this period, were slow to enact
mothers’ pension laws. Alabama did not enact a mothers’ pension law until 1931, and Georgia
and South Carolina did not establish aid to single mothers until the federally-mandated ADC
program. When Southern states did enact legislation, maximum benefit levels were quite low
and geographic coverage was quite limited. For instance, only 3 of Mississippi’s 82 counties
paid out mothers’ aid grants in 1931 (Ibid, 9).

The problems inherent in the reliance on local government funding and administration
were aggravated by the Great Depression. As local governments saw their revenues fall, some
reduced grant amounts, others cut recipient rolls, and still others suspended programs entirely.
The crisis led to the drive for a federal grants-in-aid program. Chief among the arguments for a
federal program were the disparities both within and across states in coverage and benefit levels.’
However, the proposals were not for a federally-administered program, but rather a federally-
mandated and state-administered program. The consolidation was to be done at the level of the
state. States would be required to provide state monies to fund the program, and state agencies,
rather than local government units, would determine eligibility and benefit levels. This
consolidation was intended to eliminate the variation in aid within states. The variation
between states was to be addressed by the use of federal funds. Grace Abbott argued, “a federal
fund would be an instrument for improving the standards in backward states and would tend to
equalize costs” (1934, 210).

The outcome of these proposals was the Aid to Dependent Children (ADC) program
(which was later renamed Aid to Families with Dependent Children -- AFDC) which was
enacted as part of the Social Security Act of 1935. This program was, as Abbott and others had
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matching grants. Under the original legislation, the federal government would pay one-third of
the payments up to $18 to the first dependent child and one-third of the payments up to $12 to
each of the other dependent children in a home. In 1940, the federal share was increased from
one-third to one-half.

ADC did overcome many of the problems of mothers’ pensions. The recipient rolls
expanded quickly. Between 1935 and 1938, the recipient rolls more than doubled from 116,817
families to 279,657 families (Bucklin 1939, 33). As these rolls expanded, the composition of
families served changed as well. By 1948, only 23 percent of recipient families were the
families of widows, and 29 percent were black (Alling and Leisy 1950).

But the substantial cross-state variation in benefit levels remained. The enacted federal
legislation left benefit level determination entirely up to the states. The legislation originally
proposed would have required states to pay a minimum benefit compatible with “health and
decency.” This clause, however, never made it out of committee. The stated concern of many
states was that such a clause would impose financial obligations on a state without any regard for
the financial circumstances of the state. Edwin Witte, who served as the executive director of the
Committee of Economic Security claimed that Southern senators feared the clause would allow
the federal government to interfere with how their states handled the “Negro question”
(Congressional Research Service 1982). As passed, the legislation only required “each state to
furnish financial assistance, as far as practicable under the conditions in each state, to needy
children.” The Social Security Board interpreted this wording as merely requiring that each state
establish a system for measuring the “needs” of its public assistance recipients. The benefits a
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Cross-state variation in benefit levels persisted throughout the history of the ADC/AFDC
program even as the federal matching formula changed and food stamps and Medicaid were
added to the benefit package. This variation is now embodied in the Temporary Assistance for
Needy Families (TANF) program that was created to replace AFDC in 1996 and “change welfare
as we know it.” As remarkable as the scope of this variation is its stability over time. Table 1
provides data on the combined value of welfare benefits to a family of four in 1996 in addition to
the provisions of state mothers’ pensions laws.* The states are ordered by 1996 benefit levels.
Of the ten states with the highest welfare benefits in 1996, eight provided state funds for
mothers’ pensions and three extended coverage to mothers of dependent children without
reference to marital status. Likewise, the states with the least generous benefits in 1996 had the
least generous mothers’ pensions programs in 1919. Four of the ten states with the lowest AFDC
benefits in 1996, in fact, had enacted no mothers’ pension legislation by 1919.

Figure 1 illustrates the stability of welfare generosity variation during the ADC/AFDC
program by plotting the estimated combined maximum value of welfare benefits provided by
states in 1996 against the 90th percentile of benefits paid under ADC in 1940.° The states near
the top of the distribution in 1940 were still at the top of the distribution in 1996, and those at the
bottom stayed at the bottom. The rank correlation between these data is 0.71. Although there
has been movement within the ranks over the past sixty years, most of these movements have
been small. The general pattern is one of continuity rather than change.

This continuity has an important implication for the study at hand. If the variation across
states in welfare generosity reflects differences in social norms and attitudes towards single
motherhood, these differences were likely already in place in the early twentieth century and
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sectional variation in family structure observed today, then similar variation, or at least the seeds
of that observed today, should have also been present during the mothers’ pensions era or at least
during the early years of the ADC.

Family structure, 1910 to 1970

Although the studies to date have produced a wide-range of findings, the balance of the
evidence indicates at least that cross-state differences in family structure have been correlated
with cross-state differences in benefits since the 1970s. The objective of this paper is to see how
far back this correlation extends.

I examine the relationship between welfare generosity and family structure using
individual-level data from the 1910, 1920, and 1940 to 1970 federal censuses made available as
part of the Integrated Public Use Microdata Series (IPUMS).® For the 1910 census, the IPUMS
contains both a 1-in-250 national random sample as well as an oversample of blacks in the
South. For the other five censuses, the IPUMS samples are 1-in-100 national population
samples.” The 1950 census, however, asked certain key questions (e.g., number of years of
schooling) only of individuals who fell on what was referred to as the “sample lines” on the
enumeration forms. Hence, I must use only the sample-line data of the 1950 sample.

The base sample for analysis is all non-institutionalized women ages 20 to 44 living in
the contiguous 48 states. But for 1940 to 1970, I also consider the behaviors and outcomes of the
subset of this sample which was most likely to participate in the AFDC program: women ages
20 to 44 with fewer than 12 years of education.”

Policy discussions of the links between welfare policy and family structure focus on
single motherhood or female household headship. This is where I begin my analysis. Following
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child under the age of 18 and with no spouse present and define a female household head as a
single mother who is identified as a household head in the census. This distinction can be
thought of as distinguishing between family and household heads. The first definition includes
single mothers who may be coresiding with their parents or other relatives.” The second
definition includes only those single mothers heading their own households.

But single motherhood and household headship are the results of many decisions and
behaviors all of which can be subsumed under the heading of family structure. The routes into
single motherhood are widowhood, divorce or separation, or having an out-of-wedlock birth.
The most common route out is through marriage. Therefore I also look at the impact of welfare
benefits on marriage and fertility patterns as well. If welfare policy reflects social norms in
regards to marriage and family, we may expect to observe a correlation between welfare benefits
and one of these behaviors before we observe such a correlation for single motherhood.

I consider two measures of marriage patterns: the marriage rate and the rate of marital
dissolution. A woman is defined as married if she is currently married and living with her
spouse. Tracking marital dissolution over the century is complicated by both changes in social
attitudes toward divorce as well as census enumeration procedures. In the early years of the
century, divorce still carried significant social stigma. Many couples who wished to sever their
relationships never sought official divorces, but rather just lived apart. In the terminology of the
day — a terminology that was written into mothers’ pensions legislation — such women were
“deserted.” Today, these women would be referred to as “separated.” The census did not allow
individuals to report their marital status as “separated” until 1950. In the earlier censuses,
therefore, these women would have been reported as “married” even though their spouses were

absent. Hence, to create a consistent measure of marital dissolution over the century, women
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who were reported in the census as married but with an absent spouse, are grouped with women
reported as divorced or separated. This leads to an overstatement of marital breakups because
some women living apart from their husbands may have been doing so temporarily and still
receiving support from them. But excluding women with absent spouses would lead to an
understatement of marital breakup before 1950 and hence to a biased picture of the change in the
marital dissolution rate over the century.'’

To examine connections between welfare policy and fertility patterns, I consider the
overall birth rate as well as the birth rate among single women. The route into single
motherhood always involves becoming a mother. An out-of-wedlock birth is just the most direct
route into single motherhood. Welfare policy may affect the fertility choices of married women
as well as single women. For instance, a woman in a unstable marriage may be more likely to
have a child if she lives in a state with high welfare benefits than if she lives in a state with low
welfare benefits. Schultz (1994) has also proposed a link between overall fertility and welfare
policy working through marriage rates: if married women have on average more children than
unmarried women, welfare policy that reduces marriage rates may reduce fertility rates as well.

The nature of the census data pose certain challenges for examining fertility rates that
include out-of-wedlock births. The 1910 and 1940-1970 censuses all included a question about
the number of children ever-born to women, but the 1910 and 1940-1960 censuses asked this
only of ever-married women. Only the 1970 census asked a//l women, regardless of marital
status, the number of children they had born. The data for the earlier censuses miss all births to
never-married women. Therefore, I use as a measure of the birth rate, the proportion of women
who are identified in the census as the mother of a child under the age of one. This measure will

understate the number of births in that it will miss children who died in the first year of life and
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those who are living apart from their mothers. But it will capture at least some births to never-
married women. It also has the advantage of measuring current fertility. The number of
children ever-born captures the outcome of fertility decisions made over a woman’s lifetime to
date. Some of those decisions may have been made when the woman was in a very different
situation (and even state of residence) than she is found in in the census. For widowed, divorced,
and separated women, we cannot determine whether births took place within or outside of
marriage. The same criticism can be leveled at looking at the current fertility of these women,
but the scope for error is much smaller.

Table 2 presents the measures of family structure for the base and lower-education
samples. These data reveal the substantial changes in family structure that took place over the
century. For blacks, single motherhood and female household headship more than doubled
between 1910 and 1970. The rate of change was not steady, however. All of the change took
place after 1950. By 1970, almost 26 percent of black women ages 20 to 44 were single
mothers. The rise in single motherhood was preceded by a rise in marital dissolution. The
percentage of women divorced or separated increased from 7 to 14 percent between 1920 and
1940 and rose to 23 percent by 1970. For whites, the changes in the prevalence in single
motherhood and household headship were much more modest, but the rate of divorce and
separation more than tripled between 1910 and 1970. For both races, the data also show a
growing divergence between the base and lower education samples between 1940 and 1970.
This likely reflects changing selection effects as much as changes in behavior, however.
Education levels were rising over this period and having less than a high school education meant
something very different in 1940 than in 1970.

Family structure and state mothers’ pensions laws, 1910 and 1920
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I begin by looking at the relationship between family structure and the state mothers’
pensions laws enacted in the 1910s. I ask two questions: to what extent did the variation in state
laws reflect existing differences in behavior across states, and did this legislative variation
contribute to differences in behavior across states? I do this by estimating difference-in-
difference models using data from the 1910 and 1920 censuses. Difference-in-differences is
most commonly used to reveal the “treatment effects” of a given policy. But it can also reveal
differences in outcomes across jurisdictions or groups that existed even before that policy was
enacted.

Most commonly, difference-in-differences takes the form of examining the differences in
an outcome variable in jurisdictions that enacted a particular policy and in jurisdictions that did
not. But as noted above, 39 states enacted mothers’ pensions between 1910 and 1920, and those
that did not were concentrated in the South. So the more interesting issue is how family structure
varied with the provisions, rather than the timing, of state legislation. Mothers’ pension
legislation had many different types of provisions. I focus on the three that I believe best capture
the relative generosity of the state legislation: the extension of coverage to mothers other than
widows (NONWID), the provision of state funds (STFUNDS), and the maximum grant for a
family with three children converted to 2000 dollars (MAXBEN)."" Six states either did not
have legislated maximum benefit levels in 1919 or had flexible maximums: Colorado,
Connecticut, Maine, Massachusetts, New Hampshire, and New York. To account for this, I
include an indicator variable equal to one if a state had no binding maximum benefit level
(NOMAX).

I estimate the following linear probability model:'?

(1) FAMST; = a. + Bi*NONWID; + B,*STFUNDS; + B3*NOMAX, + Bs*MAXBEN,
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+v1* YR1920;s* NONWID; + y,* YR1920;*STFUNDS;
+ v3* YR1920;*NOMAX + v4* YR1920;*MAXBEN;

+ 0*YR1920; + xis'm + €is

where FAMST;, represents the family structure measure for woman i in state s, YR1920;; is an
indicator that an observation is from 1920, and x;s is a vector of control variables.

The coefficients on the un-interacted legislative provisions, the £’s, capture the variation
in family structure that was related to the provisions of state laws both before and after the laws
were enacted. These coefficients will indicate if there was any correlation between family
structure in a state in 1910 and the provisions of the mothers’ pension legislation that state
enacted between 1910 and 1920. For instance, if states with higher rates of single motherhood in
1910 enacted more generous mothers’ pension legislation, then the s would be positive.

The coefficients on the interactions between the legislative provisions and YR1920, the
v’s, represent the treatment effects. These coefficients capture the variation in family structure
that was related to the provisions of state laws only after the laws were enacted. The hypothesis
that more generous welfare provisions encouraged women to become or remain single mothers
implies that the probability of single motherhood should have been higher in states with more
inclusive eligibility rules and states that provided state funding for mothers’ pensions, and should
have been positively related to the maximum benefit level. In other words, we would expect »’s
to be positive.

The model described in equation (1) is not, however, complete. The discussion so far has
ignored another dramatic legislative movement of the 1910s that may have also been related
family structure. Over the same period that states were enacting mothers’ pension legislation,

they were also enacting workers’ compensation legislation. This legislation established
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guaranteed payments of benefits to workers injured on the job and the families of workers killed
in job-related accidents. Like mothers’ pension laws, workers’ compensation laws diffused
rapidly across the states. Between 1910 and 1920, 40 states enacted workers’ compensation
legislation. Since workers’ compensation guaranteed widows of men killed in industrial
accidents a set level of benefits, these laws too could have been related to the prevalence of
single motherhood and female household headship. So also included among the law variables is
a measure of the generosity of fatal benefits available under a state’s workers’ compensation
program and its interaction with the year 1920 indicator variable. The measure used is the ratio
of the present value of fatal benefits to annual earnings as found in Fishback and Kantor (2000,
209-210).

The control variables included in the estimated models are similar to those used by
Moffitt (1994) in his study of single motherhood in the 1970s and 1980s. The personal
characteristic variables include a woman’s age and her age-squared and indicators for whether
she was illiterate or foreign-born. Also included is an indicator variable for whether a woman
lived within a metropolitan area. Like Moffitt, I include variables capturing the sectoral
distribution of employment in the state of residence: the percentages of a state’s employment in
manufacturing, trade, services, public service (not elsewhere classified), and clerical jobs. The
distribution of employment in a state was highly correlated with the labor market opportunities
of women in that state. Moreover, it may have been related to the political climate in the state
and hence, also influenced the type of mothers’ pension legislation enacted. Descriptive
statistics for these variables are provided in Appendix Table Al.

Table 3 presents the coefficients on the legislative variables from the linear probability

models for the measures of family structure. These data provide little support for the notion that
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the relative welfare generosity of a state’s mothers’ pension program was positively related to the
need for such a program. In fact some of the results suggest a negative relationship between
welfare generosity and welfare demand.

Single motherhood and female household headship

The states that enacted the most generous mothers’ pensions laws were not the states that
had the highest rates of single motherhood and female household headship. The two /-
coefficients that are statistically different from zero (at a 5 percent level) are in fact negative.
White single motherhood was less prevalent in states that extended coverage to women other
than widows, and black female household headship was less prevalent in states that provided
state funds for mothers’ pensions. These results suggest that the provisions of early mothers’
pension laws may have been more reactionary than responsive: more single motherhood led to
less generosity rather than more.

These early laws also appear not to have had treatment effects. States that enacted more
generous laws did not experience greater increases in single motherhood and female household
headship than states that enacted less generous laws. So not only were differences in female
headship not associated positively with welfare generosity in 1910, they were also not associated
positively with welfare generosity in 1920.

Marriage patterns

Marriage patterns provide some evidence of cross-state differences in behavior preceding
and potentially influencing mothers’ pension legislation. The marriage rate among whites was
lower in 1910 in states that extended coverage to women other than widows, states that had no
binding maximum, and states that provided state funds for mothers’ aid grants. These results are

consistent with notions that social attitudes or norms simultaneously determined behavior and
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welfare policy in a state. States in which women were less likely to marry passed more generous
mothers’ pensions laws. But observing this pattern for the marriage rate alone makes it
somewhat difficult to interpret. This pattern does not exist for marital dissolution. States that
extended coverage to non-widows also had higher rates of divorce and separation in 1910. But
marital dissolution in 1910 was negatively related to the legislated maximum benefit levels.
Having more divorced and separate