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Abstract
We review the empirical literature on the causal effects
of welfare-to-work policies on the employment of low-
income parents and the intergenerational impacts on
their children. We focus on welfare policies that change
benefit levels, activity requirements, time limits, and
in-work benefits. These policies may affect children
through several mechanisms, including changes in fam-
ily income, time spent with parents, and attitudes
towards work or welfare. To unpack these mechanisms
and understand the net effects of these policies, we
assess how the impact on children varies across out-
comes, home environments and institutional settings.
Overall, the literature shows that income tax credits are
an attractive policy, simultaneously increasing employ-
ment and improving child development outcomes. In
contrast, other policies that boost employment either
have no or negative impacts on child development.
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1 INTRODUCTION

Welfare policies in Organization for Economic Co-operation and Development (OECD) countries
aim to balance the goals of providing economic security and promoting personal responsibility
among low-income parents. Over the last few decades, and particularly in the liberal democra-
cies such as the United States, the United Kingdom and Australia, policy-makers have placed
greater emphasis on the social safety net primarily as a set of tools to help parents find and keep
employment. Examples of policy reforms include: making cash assistance conditional on activity
requirements, increasing in-work benefits, imposing time limits on cash assistance, and reduc-
ing the level of and access to unconditional cash assistance. The reduced focus of welfare policy
in providing unconditional safety-net benefits has raised questions not only about the effects on
parent’s economic and social well-being but also the potential impacts on the children of welfare
recipients.
A range of factors associated with welfare policy design can potentially affect children’s devel-

opment, including changes in family income, changes in the amount of time their parents have
available to spendwith them, and the formation of attitudes towards work or welfare. Specifically,
welfare payments for parents directly affect family income, which determines parents’ opportu-
nity to make financial investments in their children’s development. The design of welfare pay-
ments can also affect the level of parental employment, which not only affects the time parents
spend with their children and the amount of income available to spend on children but can also
shape children’s attitudes through parental role model effects. This means any policy promoting
employment among parents may have an ambiguous impact on children through reduced expo-
sure to parental time (substitution effect) and increased household income (income effect).
This literature review examines the existing international research on the causal impacts of

welfare policy design on the employment behavior of low-income parents and the well-being of
their children. It will focus on the main design changes implemented by liberal democracies over
the last four decades, including i) modifications to the level of welfare benefits; ii) greater activity
requirements; iii) stricter time limits; and iv) expansions to in-work benefits.
This literature review draws some broad conclusions about which policy designs tend to

improve adult outcomes and which promote child development and well-being. The cost-
effectiveness of each policy design is beyond the scope of this review. We will examine the inter-
generational impact of welfare policy design by reviewing studies that estimate how child devel-
opment changed in the event of awelfare reform. Studying the impact of a policy change or reform
can help to isolate the causal impact of the program from the underlying factors that enrol a family
into a program, such as low income, disability or the like.
For the parents targeted by the welfare reforms, we find that in-work benefits (such as the

Earned Income Tax Credit [EITC] in the US) and activity requirements (such as mandatory par-
ticipation in job search or training) are most effective in increasing welfare recipients’ employ-
ment and decreasing their program participation. Stricter time limits and a general decrease to
payment levels appear to be less effective.
For the children of affected families, activity requirements are more likely to be harmful, pos-

sibly because they reduce parental time without increasing family income. Expansion of in-work
benefits, in contrast, have been shown to have positive effects on a large range of child outcomes,
including their health, cognitive and social behavior. This latter type of reform tends to induce
better outcomes compared to activity requirements because additional income is provided to the
family alongside employment. This appears to benefit younger children especiallywhen increased
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family income is used to access better early education and care programs. Childcare availability
and affordability are core issues to be considered by policymakers when designing welfare poli-
cies.

2 THEORETICAL FRAMEWORK

Early models of child outcomes and how they are shaped within families started with Becker’s
Treatise on the Family (1981), drawing on his seminal paper A Theory of the Allocation of Time
(1965). Their view of families as “little factories” is firmly established in the social sciences: fam-
ilies use time and goods purchased in the market to produce commodities that generate utility
for their members. Under budget constraints that describe the total resources available to them,
they must decide how much of their time each family member spends on market work (thereby
generating income to be used on market goods), and how much time each member spends on
other productive activities in the home. This framework allows for a great variety of models, used
to explain a great variety of families’ choices regarding the production of various commodities of
interest under different circumstances (see Bergstrom, 1997; for a broad overview).
Child characteristics, such as schooling outcomes, health or social skills, can be interpreted as

one such commodity (see Foster, 2002; for a discussion). Within this framework, one can specify
a very broad range of models to describe families’ decision-making; for illustration purposes we
re-print a slightlymodified version of James-Burdumy’s (2005) simplemodel for a one-parent-one-
child family1 with one generic child outcome “development”, that we can think of as schooling,
health, cognitive, or non-cognitive skills, or social or behavioral outcomes. The model consists of
five elements:

1. Mother’s utility function: 𝑈(𝐷,𝐺𝑀, 𝐿)
2. Production function: 𝐷 = 𝐷(𝐺𝐶, 𝐶𝑁𝑀 ⋅ 𝑄𝑁𝑀, 𝐶𝑀 ⋅ 𝑄𝑀(𝐻, 𝐿, 𝑋))

3. Time constraint mother: 𝑇𝑀 = 𝐻 + 𝐿 + 𝐶𝑀
4. Time constraint child: 𝑇𝑐 = 𝐶𝑀 + 𝐶𝑁𝑀
5. Budget constraint: 𝑤 ⋅ 𝐻 + 𝐴 = 𝑃𝑁𝑀 ⋅ 𝐶𝑁𝑀 + 𝑃𝐶 ⋅ 𝐺𝐶 + 𝑃𝑀 ⋅ 𝐺𝑀

⇔ 𝑤 ⋅ 𝑇𝑀 + 𝐴 = 𝑃𝑁𝑀 ⋅ 𝐶𝑁𝑀 + 𝑃𝐶 ⋅ 𝐺𝐶 + 𝑃𝑀 ⋅ 𝐺𝑀 + 𝑤 ⋅ 𝐿 + 𝑤 ⋅ 𝐶𝑀

The mother maximises her utility (1), which depends on her child’s development D, market
goods consumed by themotherGM, and her leisure time L. According to equation (2), child devel-
opment is produced by market goods consumed by the child GC (e.g., nutrition, books, or private
tutoring), time spent in non-maternal care (CNM) and its qualityQNM, and time spent in maternal
care CM and its quality QM. We assume that the quality of maternal care depends on the mother’s
characteristics X and her working hours H and leisure time L. This could reflect, for example,
that stress and tiredness might impact the way a mother interacts with her child if her working
hours are high, or that adult interaction at work or a sense of pride in her work positively affect
mother-child-interaction if working hours are greater than zero.
The time constraints (3) and (4) state that the mother can split all her available time between

leisure L, working hours H, and time spent caring for her child CM. The child must be cared for
at all times, so time spent in maternal care and non-maternal care, CM and CNM, add up to the
child’s total time. Lastly, the budget constraint (5) demands that total resources (working hoursH
times wage ratew, and non-labor incomeA) must equal all goods consumed bymother and child,
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purchased at their respective market prices PG and PM, as well as non-maternal care purchased
at price PNM.
According to this model, child development depends on two inputs: family income and time

investments. Family income, as well as mothers’ time investment, is closely linked to her labor
supply decision: themore hours sheworks, themore goods she can provide for the child.However,
on the other hand, her choice of working hours also i) requires her to decrease her leisure time
and/or time spent caring for her child and ii) affects the quality of care provided by her during the
remainder of the time.
This theoretical framework helps us to think about potential economic drivers of child devel-

opment in a formalized way. Many modifications are possible in order to incorporate further
aspects into the family’s decision making. For example, in a larger family, there may be an under-
lying assumption that decision-making occurred by the family as one unit, or as the result of co-
operative or non-cooperative bargaining between its members (especially between mother and
father). Different elements can enter the family utility function (such as children’s schooling,
health, or non-cognitive skills), and the utility of one child’s development could depend on that of
another (if parents want their children to start out with similar opportunities for their adult lives).
It is possible for mothers’ working hours to enter the production function directly, to represent
that role modeling could affect outcomes. And the generic input “time” can be split into different
elements, allowing us to dive deeper into the value of specific activities or parenting styles. In the
more recent literature, much attention has been paid to the timing of investments; Cunha and
Heckman (2007) developed a dynamic model of skill formation that distinguishes several periods
of childhood, and in which early investments can affect the productivity of later investments.
The framework’s flexibility, however, also limits its usefulness: where there are near unlimited

possibilities to define inputs, outputs, and the function linking both, any predictionsmade remain
ambiguous. Empirical investigation of a specific input-output relationship is hence crucial—and
the literature that falls under the broad umbrella of the presented framework is vast, encompass-
ing studies that investigate the effect of exogenous income shocks on health just as much as those
that study the effect of parents’ reading to children on school readiness. Reviewing the entire body
of research on the determinants of child development in the social sciences is much beyond the
scope of this, and possibly any, literature review.
Instead, we limit the above framework’s use for this article to explain why and how we expect,

ex-ante, that welfare policy design could potentially affect the developmental outcomes of welfare
recipients’ children. Again, it turns out that the model does not lead to unambiguous predictions
and empirical investigation of specific design features on specific outcomes is crucial. The bulk
of the article will then be devoted to reviewing this narrower empirical literature on the effect of
welfare policy design.

3 THEORETICAL EFFECTS OFWELFARE REFORM

What can we conclude from the theoretical framework about the likely effects of welfare reform
on child development? The short answer is: not much. The major conclusion to be drawn is, as
we will show below, that effects of any reform to welfare policy design are expected to be very
heterogeneous, depending crucially on employment status in the absence of reform, but also on a
range of other family characteristics. The long answer is set out in the remainder of this section.
In undertaking such analysis, social scientists typically take the utility function, production

function and time constraints as given. It is equation (5) above, the budget constraint, where
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policymakers can influence parental decision-making most directly, and where welfare reform
might have an impact on child outcomes.
The solution to the set of equations involves a set of decisions by the household about, among

other things, themother’s hours ofwork andof childcare and expenditure of goods for the child, all
of which affect the level of the child’s development. Limiting our consideration to just households
on welfare, there will be households in this framework where mothers choose to work positive
hours (Group 1) and those where they do not work (Group 2). The set of welfare reforms we study
here will affect those in these groups differently in ways we need to distinguish and keep in mind
when interpreting the results of empirical studies (Bitler et al., 2008).
There are policy approaches specifically and directly aimed at improving child development,

whereas others are indirect approaches—that in the first instance are aimed at reducing house-
hold poverty and welfare dependency. Examples of direct policy approaches include in-kind
benefits targeted at families with children or greater accessibility to high-quality childcare.
In contrast, indirect policies include measures to promote parental employment. While we
briefly discuss some of the direct policy approaches, our focus here is to review four key design
elements: benefit levels, participation requirements, time limits, and tax credits. These four
policies constitute the main reforms to the welfare system in many of the OECD countries
over the last four decades, mostly involving changes to the design of existing policies. Broadly
speaking, all of these four policies fall into a version of the welfare state that is focused on
promoting employment rather than one that is focused on shock relief for everyone through
insurance. We can further categorize these policies into the two broad groups of those that (1)
provide incentives to parents (tax credits) or those that (2) impose conditionalities on them
(benefit levels, participation requirements, and time limits). One of our aims is to compare the
relative benefits and drawbacks of these two broad policy categorizations.

3.1 Changes in the generosity of the welfare system

An unconditional cash transfer increases non-labor income A in equation (5). A welfare reform
that reduces the payment involves a decrease in A. For those mothers who would have worked
in the absence of reform (Group 1), we would expect a decrease to the level of welfare benefits to
induce some increase in maternal working hours, that may or may not be sufficient for the family
to reach the same total income as before (but with more hours worked), and with an ambiguous
effect on child development. Essentially, a priori, it is unclear whether the mother will decrease
her own consumption of market goods (which would leave the child’s development unchanged),
her leisure time (the effect of which would depend on how this changes the quality of her care),
the child’s consumption of market goods (which would be detrimental to the child), the quantity
of care she provides to the child towork longer hours (whichmay ormay not harm child outcomes
depending on the quality of maternal care relative to the quality of non-maternal care), or a mix
of all of the above. That is, a decrease in non-labor income A may be neutral or detrimental to a
child’s development in families that are in work while receiving welfare benefits even before the
reform.
Among those not working in the absence of the reform (Group 2) some will be induced to

commence working by the reform, with the same ambiguous effect on child development as
among those already working set out above. In a more complex model that incorporates a direct
influence of working hours H on child development (e.g., via role modeling), increased working
hours could have an additional (and so far unspecified) effect on the child beyond that which is



6 BROADWAY et al.

mediated through the quality of maternal care. The same decrease in non-labor income A could
be positive, negative or neutral for children growing up in families that are induced by the reform
to take up work.
Others on welfare will not be working in the absence of the reform and will also not be

induced to work by the reform, and so will suffer an uncompensated reduction in income.
This will unambiguously have a negative impact on child development through a loss of
resources.
Themultitude of pathways throughwhich anunconditional cash transfer can affect child devel-

opment suggests that its effectwould varywith other family characteristics, such as starting family
wealth and themother’s education, among other factors. That the effect differs across those house-
holds where the mother already worked and those where she did not add a degree of systematic
heterogeneity to the observed consequences for child development. In addition, dynamic models
teach us to expect that there will be substantial heterogeneity with the child’s age at which the
reduction in cash transfers occur.
Consequently, the total effect of decreasing A on child development is dependent on the size

of the respective groups (working or not working with and without the reform) in the welfare
population and the size of associated effects, some of which are ambiguous in direction and likely
highly heterogeneous across households, even within groups defined by their employment status
in the absence of the policy reform (Bitler et al., 2017).

3.2 Participation or activity requirements

The impact of policies that make access to welfare or childcare payments conditional on parental
activity requirements can be analyzed in a similar way. Those already working in the absence of
the reform are not likely to be much affected by it, as the requirements are likely non-binding for
them.
Focusing on those families who are not working in the absence of the policy change, some

of them will meet the new activity requirements and some will not. Those who choose not
to meet the new activity requirements presumably forfeit their welfare payments. With the
loss of welfare payments, the family will suffer an uncompensated reduction in income. This
will unambiguously have a negative impact on their child’s development through a loss of
resources.
Some of the families who are not working in the absence of the reform will now meet the new

activity requirements. They will maintain an unchanged income but with higher working hours.
In light of this new budget restriction the mother can reduce her leisure time (the effect of which
would depend on how this changes the quality of her care) or the time she spends providing care
to the child (which may or may not harm child outcomes depending on the quality of maternal
care relative to the quality of non-maternal care). If hours spent in activities induced by the reform
have an independent effect on child development, for example via rolemodeling, a positive reform
effect is possible. If activities have a positive effect on the future wage rate w, positive effects on
child development might occur at a later date.
Once more, the total effect of the reform on child development is dependent on the size of the

respective groups in the welfare population and the size of the associated effects, at least some
of which are ambiguous in terms of their direction, and should depend on family characteristics
such as family wealth, mother’s education and children’s age.
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3.3 Time limit policies

Strictly, the impact of welfare duration limits and their reduction should be analyzed using
dynamicmodels of labor supply and child development, not a static model like that set-out above.
But since these policies can be characterized as an extreme form of welfare payment reduction (to
zero after a specified or accelerated duration) we would expect that the existence of strict time
limits (or reductions in them) to result in effects in similar directions to those set out above for
reductions in the generosity of the welfare payments. Oncemore the effects on child development
for most groups will be ambiguous, but likely negative for children in households who experience
only a decrease in income where there is no change in their mother’s hours of employment.

3.4 In work benefits and tax credit programs

In the case of a wage subsidy, or an EITC, the welfare policy effectively changes the wage rate
w, rather than non-labor income. This introduces a further source of ambiguity. As the price for
her working time increases, the mother should spend less time in leisure and less time in mater-
nal care (substitution effect). Whether this improves or hinders her child’s development, again,
depends on the relative quality of maternal care to non-maternal care, as well as on the direct
effect of her working time on her child’s development and on its indirect effect via the quality
of the care she still provides. In addition to this substitution effect, an increase in her wage rate
also increases her total income, inducing an income effect with all its sources of heterogeneity as
described for an unconditional cash transfer.
Among welfare recipients who would work anyway, we expect expansions of in-work benefits

to have an ambiguous effect on maternal employment because the positive substitution effect on
labor supply (the opportunity cost of leisure or foregone income becomes higher so the mother
substitutes leisure for working) is offset by a negative income effect (themother can afford towork
less to maintain the same level of income as before). Consequently, for this group we expect that
expansions of in-work benefits to have an ambiguous effect on child development because any
positive income effect that comes with increased maternal employment (so that the mother has
greater financial resources and discretion to devote to child development) is offset by a negative
substitution effect that comes from the need to substitute time spent with children for labor sup-
ply. Similar offsetting effects on child development exist for children whose mothers are induced
to move into employment but who would not work in the absence of in-work benefits. For non-
working mothers who do not change their employment behavior in response to the in-work ben-
efits, we should expect no change in child development outcomes.
To summarize, models of child development tell us that the effect of welfare policy design on

children’s outcomes can be mediated through many channels. Any aggregate effect will depend
on how much a reform changes the incentives of heterogeneous households. The total effect of
welfare reformwill vary frompolicy to policy andwith family circumstances and characteristics—
especially the mother’s employment status with and without reform, but also the child’s age,
the family’s total income, and the mother’s education and knowledge of parenting practices.
Given the ambiguous effects derived from theory, empirical investigation of reform effects is
crucial.
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4 THE INTERGENERATIONAL IMPACTS OF CHANGES IN
WELFARE POLICY DESIGNS—EMPIRICAL RESULTS

In the remaining sections, we discuss four policy programs that have been evaluated empirically
in the literature to assess their intergenerational impacts and mediating channels. We begin with
evaluations onwelfare benefit level changes, followed by activity requirement changes, time limit
changes, and tax credit programs.

4.1 Changes in the generosity of the welfare system

Increased generosity is often observed if a support payment is introduced or expanded to popu-
lation groups that were previously not covered. For example, many studies evaluate the roll-out
of the Food Stamps Program (now SNAP) in the US, where previously unassisted households
received benefits to be spent at authorized food stores and retailers. Decreased generosity of the
welfare system, on the other hand, often stems from tightened eligibility criteria (Dahl & Gie-
len, 2021; Fisher & Zhu, 2019) that removes access to payments for parts of the population. One
recent example is Australia’s 2006 “Welfare-to-Work” reform, which heavily reduced payments
for single, non-working mothers with children aged over eight.
Overwhelmingly, studies establish a strong positive link between an increase in the generosity

of the welfare system and child outcomes (Almond et al., 2011; East, 2020; Hoynes et al., 2016).
Often, it is difficult to isolate the impact of more generous welfare payments because lower-
income families tend to be entitled to a higher level of payments and have, on average, poorer
health and well-being outcomes that predate benefit receipt. However, these studies address the
concerns of spuriousness by comparing outcomes before and after the implementation of new
policies and through using more comparable control groups. As a result, we have greater confi-
dence that the improved health outcomes are likely the outcome of more generous welfare pro-
grams.
Among these studies, focus has been directed at assessing the consequences of more generous

in-kind benefits, such as the Food Stamps Program that was rolled out across counties in the US
between 1961 and 1975. Since food stamps act like cash transfers, changes in their generosity aid
us in our understanding of the impact of welfare payments (Hoynes & Schanzenbach, 2009).
Examining the impact of more generous food stamp programs has been approached mainly

with difference-in-difference models, exploiting the sharp timing of the county-by-county roll-
out. East (2020) showed that the introduction of food stamps led to improvements in children’s
health at birth and adolescence, with suggestive evidence of fewer school absences, doctor vis-
its, and hospitalizations among school-age children. Using a triple-difference model, East (2020)
was able to identify the effect of the treatment on the treated and found that one additional year
of food stamp access reduced rates of low birth weight by 1%, increased average birth weight by
0.2% and reduced parent-reported poor-health of 6–16-year-olds by 5%. Almond et al. (2011) also
revealed significant improvements in infant health. For example, the incidence of lowbirthweight
was reduced by 7-11%. In a follow-up study, these authors showed that reductions in poor health
associated with food stamps extend into adulthood (Hoynes et al., 2016). They found that one
additional year of early-life access reduced self-reported poor health in adulthood by 3%, similar
but smaller than East’s (2020) estimates on adolescents.
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Another positive effect of the Food Stamps Program on children is improved adult health and
economic outcomes, especiallywhen children are exposed froma young age (Hoynes&Schanzen-
bach, 2018). As Currie (2009) explained, the most important period may be before birth, since
foetal health appears to be particularly important for later life outcomes. Since parental socioeco-
nomic status is important for child health and child health affects future educational attainment
and employment (Currie, 2009), poor health may be a major cause of intergenerational persis-
tence in economic status. Based on the available evidence, Currie (2009) concluded that the most
effective policy for improving child health may be through protecting the health of mothers.
The positive effects of more generous welfare programs are not confined to the Food Stamps

programs.When evaluating the impact of the Supplemental Security Income (SSI) program in the
US, Ko et al. (2020) also found that more welfare assistance improved child health. These authors
applied a regression discontinuity design and showed that low-income children with low birth
weights experienced better health histories in their first 8 years of life relative to similar children
who just missed out on the payment. SSI income was also found to reduce health care costs by
30%, decrease the likelihood of hospital admission by 11 percentage points and make both acute
(infection, injury) and chronic (malnutrition, developmental delay) conditions significantly less
likely. Findings from the evaluation of the Food Stamps programs as well as the SSI both suggest
that income support can reduce the incidence of early health shocks for vulnerable children.
Where the welfare system was reformed to be less generous, individuals who lost access to

welfare payments were found to (1) enter the workforce, particularly lone mothers with lower
education levels (Gong & Breunig, 2014) and (2) sustain increases in labor market earnings, par-
ticularly young adults removed from disability insurance (Deshpande, 2016). When low-income
individuals have less financial support from the government, they have also been shown to turn
to alternative sources of income, including that of a new partner. For example, Fisher and Zhu
(2019) found that mothers with low labor force attachment were more likely to re-partner with
former partners soon after their income support payments were reduced.
Unlike the evidence regarding increased payment generosity, evidence on reduced payment

generosity is more equivocal about the impact on children. In the short term, some children expe-
rience worse health outcomes while the long-term effects show reductions in program participa-
tion and changes in employment and earnings. These impacts differed depending on the country
in which the reforms were implemented, and importantly, on whether or not parents offset the
lower government income with higher employment income.
While some studies show that less childhood exposure to welfare reduces welfare participation

in adulthood (especially the links within the same welfare program), others find little impact.
Studies in Northern Europe, for example, reveal a strong causal link in intergenerational disabil-
ity insurance receipt. In the Netherlands, children of parents who were cut off from disability
insurance or had their benefits reduced were 11% less likely to participate in disability insurance
themselves (Dahl & Gielen, 2021). In Norway, when parents were granted disability insurance,
their adult child’s participation rate increased by six percentage points after five years. The inter-
generational welfare transmission amplified over time with children’s participation rate increas-
ing to 12 percentage points after 10 years (Dahl et al., 2014).
In theUS, we also see evidence pointing to a strong “within program” intergenerational impact.

Specifically, reforms to the US welfare system during the 1990′s, including the 1996 PRWORA2
reforms, predominantly affected single mothers and tended to restrict program access over-
all by implementing policies such as payment caps, time limits, sanctions, and work require-
ments. Hartley et al. (2017) showed that mothers’ welfare participation in AFDC/TANF3 signif-
icantly increased daughters’ participation in the same program by 30 percentage points, and the
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various welfare reforms significantly attenuated this transmission by 50%. These authors arrived
at this conclusion by exploiting the quasi-experimental nature of the cross-state variation in these
reforms over time with a difference-in-difference model.
Where an intergenerational link in welfare receipt exists, it is likely explained by attitudes

formed in childhood that reduce stigma and highlight the benefits of program participation. The
mechanisms of attitudes, beliefs and norms—as opposed to better information about the appli-
cation process—is found by two influential studies, to be the linking factor across generations
(Boschman et al., 2019; Dahl et al., 2014). However, the latter study also showed that the link is of
limited economic significance in the first place, as only 15% of the correlation between parental
welfare receipt and child welfare receipt is causal, while the remaining 85% is explained by other
factors. The authors, therefore, recommend policy measures that improve employment opportu-
nities for children of benefit recipients rather than addressing the causal mechanisms of intergen-
erational transmission. Targeting parental welfare receipt, the authors argue, would contribute
little to changing benefit receipt in future generations.
Studies that examine the impact of childhood exposure to welfare on other later life outcomes,

such as across (as opposed to within) program participation, schooling, employment and health,
tend to arrive at different conclusions. For example, the same US study by Hartley et al. (2017)
that found strong within program effects, did not find any effects on welfare use in general for
adult daughters of affected mothers. The reforms also did not appear to reduce other undesir-
able economic outcomes such as unemployment, poverty, and low human capital attainment. In
attempting to isolate the poverty trap from the welfare trap, their findings point to a persistence in
poverty status, rather than welfare use, that describes the strong intergenerational transmission
of welfare participation.
The findings of Hartley et al. (2017) for US reforms, are not echoed by Dahl and Gielen (2021)

in the Dutch context. Dutch children who grew up in families that lost access to disability insur-
ance experienced not only lower program participation themselves but also improved economic
outcomes such as increased years of schooling, better mental health, and higher labor market
earnings in adulthood (Dahl &Gielen, 2021). A possible explanation is that opportunities to invest
in human capital and plan for a future with less reliance on welfare might differ between the US
and theNetherlands. In both countries, however, larger effects are found among younger children
compared to older children, most likely because they have a longer period of exposure.
The lack of other major effects from welfare-to-work reforms on children is surprising. One

reason may be because they did not reduce income for most families (Bennett et al., 2004). An
outstanding question is what would happen to children in the face of these reforms if family
income did decrease? Alternatively, what are the distributional impacts of these reforms? These
are important questions because themost disadvantaged families tend to be the ones who struggle
to find and keep work and who are made worse off after welfare reforms (Blank, 2007). In fact,
income over the welfare reform period declined among US families that were poorer and the least
educated (Bennett et al. 2004). Welfare reforms that replace unconditional transfers with bene-
fits linked to work risk leaving the most vulnerable behind. When labor market earnings cannot
compensate for the loss of welfare income, these risks may spill over to children’s development.
Research on child outcomes in these most disadvantaged families is still emerging. Hoynes

et al. (2016) study on the US nutritional assistance program sheds some light on this. They reveal
that the positive long-term effects of early access to food stamps on adult health and economic
outcomes are largest for those who spent their childhoods in the most disadvantaged counties.
The available research to date suggests that welfare reforms which change the resources going to
children can have disproportionate effects on those who are most disadvantaged.
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Whenever changes to the generosity of welfare systems improve parents’ employment out-
comes, quality of non-parental childcare and its implications for child development become a
topic of paramount importance. The 1996 PRWORA reforms in theUS increasedmothers’ reliance
on childcare (Teitler et al., 2004). Over one million additional families received public childcare
support once the reforms took effect (Loeb et al., 2004). Concurrent expansions of early child-
hood programs meant young children in poor communities were spending more hours in non-
parental care (Loeb et al., 2004). Among disadvantaged families, however, mothers rarely used
formal child-care and most experienced high rates of unreliable child-care (Teitler et al., 2004).
Fuller et al. (2002) find that low-income singlemothers with young childrenwho enteredwelfare-
to-work programs (Temporary Assistance for Needy Families [TANF]) were found to initially rely
on informal childcare arrangements. As women foundmore stable work, they increased their use
of formal center-based childcare.
Reliance on informal care can carry risks for children, but also for the adults who provide that

care—typically grandparents, and sometimes siblings. That means there is a trade-off between
child well-being and the well-being of other adults or youths in the household. Where center-
based childcare is utilized, quality of care (which is heavily influenced by career qualifications and
career-to-child-ratios) also drives up cost of childcare provision and hence parents’ out-of-pocket
expenses—which in turn reduces their ability to cover other child-related expenses. Therefore,
a potential policy implication is that targeted provision of subsidized childcare, as well as sub-
sidies for privately provided care, can alleviate that burden. Blank (2007) noted that one of the
strongest conclusions to be drawn from children affected by welfare reform is that their outcomes
are improved by childcare subsidies.
The benefits of high-quality early childhood programs on cognitive development are clear

(Duncan & Brooks-Gunn, 2000; Loeb et al., 2004). It may be even more important for children
from disadvantaged families as it can buffer against the negative effects of poverty on child devel-
opment (Cornelissen et al., 2018; Peisner-Feinberg&Burchinal, 1997; Vandell, 2004). Indeed, early
studies showed that childcare quality can predict cognitive and social developmental gains into
kindergarten, and for some outcomes, into second grade (Peisner-Feinberg et al., 2001).
But Loeb et al. (2004) showed that childcare centers selected by welfare and working-poor

families vary widely in quality—and that low-quality center-based care may in fact depress cog-
nitive development in infants relative to care provided by parents. That is especially concern-
ing because recent evidence from experimental and quasi-experimental studies have established
both short- and long-run benefits of high-quality childcare for low-income populations (Baker
et al., 2019). Noncognitive skills, health, criminal behavior, educational attainment, and earn-
ings are significantly improved for children from disadvantaged families (Carneiro & Heck-
man, 2003), with some evidence suggesting that the long-run impacts are driven by the ini-
tial non-cognitive improvements (Heckman et al., 2013). The heterogeneous effects from uni-
versal childcare programs, which target all children but tend to provide minimal quality care
(Baker et al., 2019), also reveal positive outcomes for children from disadvantaged families (Cor-
nelissen et al., 2018; Felfe et al., 2015; Havnes & Mogstad, 2011, 2015; Kottelenberg & Lehrer,
2017). This research reinforces the importance of high-quality childcare for children’s later life
outcomes.
Overall, introducing benefits for previously unassisted families has been shown to improve

children’s health, with lasting effects on health, employment and other outcomes into adulthood.
Welfare reductions, on the other hand, positively affected parents’ employment and income on
average, but had only small empirical effects on their children, both during childhood and later
in adulthood. Heterogeneity across the income distribution, with positive effects for some families
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and negative effects for others, may explain these small overall effects. In particular, the most dis-
advantaged families do not experience the same increase in income and employment as affected
families overall. This is likely to lead to unfavorable intergenerational effects when low-quality
employment leads to low-quality childcare.

4.2 Participation or activity requirements

Many liberal democracies implemented reforms in recent decades that made receipt of a welfare
payment conditional on the recipient meeting some form of activity requirement, such as partici-
pating in education and training, meeting targets for a certain number of job applications as proof
of job search efforts, or engaging in volunteer work. For example, prior to 2008, single parents in
the UK could receive unconditional income support if they had a child younger than 16. In 2008,
“Lone Parent Obligations” were introduced that required single parents with children between
age 10 and age 16 to be available and actively seeking employment. Single parents now had to
meet the same obligations as recipients of unemployment benefits and had to provide proof of
their activities on a fortnightly basis.
Policies thatmake access to welfare or childcare payments conditional on activity requirements

have both benefits and costs. Previous studies evaluating the impact of activity requirements,
monitoring, and sanctions unanimously find that, on average, these policy measures tend to
reduce welfare use and increase employment and earnings in the short term among parents (Fok
& McVicar, 2013; Gong & Breunig, 2014) but also among other unemployment benefit recipients
(Micklewright & Nagy, 2010). These benefits are hypothesized to occur because activity require-
ments can reduce thework disincentives associatedwithwelfare provisions.Wemight also expect
that activity requirements provide structure in the daily life of recipients and improve the future
work prospects of recipients through greater skills acquisition.
This may not be true of all recipients though, as single parents are found to be less likely to

leave welfare than partnered parents after the policy is implemented (Fok & McVicar, 2013). Fok
and McVicar’s difference-in-difference model exploits an Australian 2007 reform that introduced
activity requirements depending on the youngest child’s age. The estimates are both causal and
statistically significant. Requiring 15 h of work per week from parents once their youngest child
turned seven doubled the exit rate fromwelfare for parentswith partners relative to single parents.
Specifically, the probability of exit from welfare for single parents was 35% compared to 76% for
partnered parents. This suggests that single parents may be less able to respond to the incentives
set out by the policy, whereas partnered parents may be able to compensate lost welfare income
from exit through higher partner earnings.
While activity requirements appear to increase employment and reduce poverty for single par-

ents on average (Avram et al., 2018), some researchers have raised doubts about the effectiveness
of some activation strategies aimed at low-income mothers since the costs associated with the
activity requirements can often exceed the benefits of program participation (Currie, 2006; Ribar,
2014). As a result, activity requirements can reduce program take-up while leaving such individ-
uals unemployed. Activity requirements have been found to impose significant costs on some
groups, particularly for those who have low levels of prior attachment to the labor market. Blank
(2007) draws attention to the group of disconnected single mothers who are left out of both the
labormarket andwelfare system, particularly apparent in thewake of USwelfare-to-work reforms
that included new activity requirements. Assessingmore recent studies, Danziger et al. (2015) note
the difficulty faced by former welfare recipients following these reforms, especially for women at
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the bottom of the income distribution who are unable to work steadily because of their childcare
responsibilities and the nature of the jobs they find.
Avram et al. (2018) also found that the introduction of activity requirements targeted at single

parents moved more single mothers into non-claimant unemployment or disability benefits than
into work. Their difference-in-difference model exploits a 2008 reform in the UK that gradually
reduced the child age at which single parents could claim unconditional benefits, thus pushing
parents who required income support onto unemployment benefits with activity requirements.
Following the reform, single parents were 10 percentage points more likely to move into work,
but 18 percentage points more likely to either receive disability benefits or remain unemployed
but without welfare.
Where activity requirements improve job take-up among the unemployed population, low job

quality in the form of low earnings, low educational requirements, or short employment duration
is often the result (Arni et al., 2013; Petrongolo, 2009; Van den Berg & Vikström, 2014). However,
parents may react differently from the unemployed populations analyzed in the above studies,
which tend to comprise of individuals with stronger prior attachment to the labor market and
who do not necessarily have children. Parents—especially those with young children—may face
stronger barriers to finding higher quality employment. For example, they may have limited time
availability or weaker labor market experience. Alternatively, they may prioritize other employ-
ment traits such as flexibility over higher wages or more stable, full-time work.
More research is required that specifically examines the impact of activity requirement reforms

on the quality of the job taken up by parents. This is particularly important for the purpose of this
article because the literature documents associations between job quality and child outcomes. For
example, Strazdins et al. (2010) find increased emotional and behavioral difficulties among chil-
dren with parents who held poor quality jobs, independent of income, parent education, family
structure and work hours, especially among low-income households and lone-mother families.
Usdansky et al. (2012) find that mothers with young children with high-quality jobs have lower
levels of depression than those with low-quality jobs, regardless of whether they prefer to work or
not. To the extent that the well-being of mothers is important for child outcomes, activity require-
ments that drive low-quality employment may have harmful intergenerational effects.
Helping those with poor work histories find stable employment has been found to reduce par-

enting stress and improve the academic behavior of children (Gibson, 2003). Evidence from New
Hope participants corroborates early research that claims child outcomes are linked to the emo-
tional state of parents (see Gibson, 2003 for an overview). New Hope was an anti-poverty pro-
gram rolled out in the US state of Wisconsin in the 1990s as a randomized experiment and offered
community-service based full-time employment, job search assistance, childcare subsidies, wage
subsidies, and health insurance. Among parents who exclusively used job search assistance,
parents experienced a reduction in parenting stress by 0.29 standard deviations while children
showed increased positive behavior by 0.87 standard deviations, increased academic achievement
by 0.52 standard deviations and reduced negative behavior by 0.79 standard deviations. Given the
unique programdesignwhere participants could select the type/s of support they received, a novel
approach of propensity score matching was used to define treatment and control groups within
each support type. However, given the only partially exogenous assignment of treatment and con-
trol groups, the estimates cannot be interpreted in a causal way.
In contrast, cycling in and out of work appears to be bad for child behavior. Using longitudinal

survey data on women leaving welfare for work following the 1996 US welfare reforms, Kalil et al.
(2001) focus onmaternal employment patterns and children’s development between ages two and
ten. They find leaving welfare to enter unstable, transitory jobs increased children’s anxious and
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depressed behavior by 7-12% of a standard deviation. Using the same survey with three additional
waves of data and children now aged between 5 and 17, Johnson et al. (2012) find worse behav-
ior and academic achievement among children with mothers who worked in unstable jobs, had
fluctuating work hours, or required full-time employment. The take-up of unstable jobs can be a
direct channel through which activity requirements may negatively affect child well-being. Com-
pared to the take-up of more stable jobs, it can also be less remunerative, which means parents
are less able to offset the effects of reduced parental time with access to higher quality childcare
services.
A lift in employment when it is unaccompanied by a lift in income has been shown to have

negative effects for child outcomes. This was found to be the case for the 1996 PRWORA reforms
in the US, which required welfare recipients to engage in 30 h of work-related activity per week in
order to qualify for cash assistance. Children whose mothers worked in response to this reform,
relative to those who did not work, scored lower on cognitive ability tests in their first two years
of life (Herbst, 2017). This author also found that any maternal work in the child’s first year of life
reduced cognitive ability by 6.8%. The cumulative impact revealed that each month of employ-
ment during the first year reduced cognitive ability by 1%.While the negative effect from full-time
work was statistically significant at 13.5%, part-time work did not significantly harm cognitive
ability. In this study, Herbst (2017) used an instrumental variable approach, exploiting variation
across US states in work requirements policy.
Since work requirements have been shown to have little effect on the mean incomes of wel-

fare recipients (Grogger & Karoly, 2005), we can extrapolate that an increase in employment but
not in income may generate worse outcomes in early childhood. These negative effects on cogni-
tive ability and child behavior, however, faded by age 5 Herbst (2017) . In an attempt to identify
the mechanisms, Herbst estimated an increase in depressive symptoms among working mothers,
along with reduced breastfeeding and reading to their child, while children experienced behav-
ioral complications, non-parental childcare from a younger age andmore time in this care during
their first year of life.
Similar to the discussion about the impact of changing generosity of payments, income may

play a large role in mediating the impact of activity requirement reforms because it enables par-
ents to afford better quality childcare. It may also explain the seemingly conflicting results found
by a recent study, showing that activity requirements imposed on fathers in Australia worked
to reduce the intergenerational correlation in the father-child receipt of unemployment benefits
(Cobb-Clark et al., 2020). This study also found positive impacts on role modeling, changes in
attitudes and improved health. When fathers (as opposed to mothers) are required to fulfil addi-
tional activity requirements, children may not be as negatively affected since the policy may not
compromise the amount of childcare received to the same extent.
Previously, without much experimental data on maternal employment and child outcomes

(with the exception of the New Hope program mentioned above), the best attempt at identify-
ing a causal effect of activity requirements was to rely on models with extensive controls and
fixed-effects using longitudinal survey data, as implemented by Kalil et al. (2001) and Johnson
et al. (2012) discussed above. More recently, Cobb-Clark et al. (2020) adopted a methodologi-
cal approach—a regression discontinuity design—that allowed them to make a stronger state-
ment about the causal impact of activity requirements. Notwithstanding these methodological
improvements, the impact on children of parents leaving welfare is still not easily separated from
employment effects: it is hard to identify whether or not the changes in child outcomes due to
welfare-to-work transitions depends on the type of employment secured by the mother.
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Overall, the potential negative intergenerational impacts may not be isolated to parents who
are left out of both work and welfare. Despite the lack of evidence on the direct effect of activ-
ity requirements on children, these general findings suggest worse outcomes for children whose
parents experience short term, unstable employment rather than long-term, high-quality employ-
ment, with possible long-term harm caused by parental job loss. As expected by theory, activity
requirements tend to increase employment and ambiguously affect child development. Drawing
on empirical evidence, the intergenerational impact is likely to depend on the quality of employ-
ment and childcare.

4.3 Time limit policies

Time limits attached to welfare programs encourage individuals to postpone welfare participation
and preserve access to welfare for future use. Since 1996 in the US, for example, families were
restricted from receiving welfare for more than 60 months during their lifetimes.
Previous studies find that time limits have substantial effects on welfare use (Grogger, 2002,

2004) and employment but little effect on labor supply and earnings among singlemothers (Grog-
ger, 2003; Grogger & Michalopoulos, 2003; Low et al., 2020). Grogger (2003) suggests that time
limits hasten the job search for mothers already participating in the labor market, resulting in
poorer job matches and lower wages, but they do little to encourage participation of mothers who
are out of the labor force. The multi-reform analysis undertaken in the same study shows that tax
credits were more effective at increasing labor supply than time limits.
The effects of time limits on reduced welfare use are greater the younger the youngest child

in a family (Grogger, 2003, 2004; Grogger & Michalopolous, 2003): as the youngest child grows
older the eligibility period becomes shorter and the incentive to preserve future eligibility falls. In
the US, for example, families with children over 13 are not constrained by the 5-year time limit
since families become ineligible for welfare once their youngest child turns 18. Consequently,
time limits have no effect on families with youngest children above 13. Given that mothers tend
to leave welfare well in advance of exhausting their benefits (Low et al., 2020), young children
may be doubly harmed by time limits. Low et al. (2020) showed time limits impose larger welfare
losses on those affected, compared to alternative reforms that can generate equivalent government
savings like benefit cuts.
In general, time limits reduce benefit use as women defer claiming benefits until their chil-

dren are older. The effects on employment tend to be smaller than on welfare use, with employ-
ment increasing about half as much as the decline in welfare use. Low et al. (2020) estimated
an 8.7 percentage point drop in welfare use by single, low-educated women in response to time
limits, relative to a five percentage point increase in employment. Grogger (2003) estimated a
6.6 percentage point decline in welfare use for female-headed families whose youngest child is
3 years old, but only a 3.4 percentage point increase in employment. Both studies draw on US
labor and welfare surveys covering periods 1989–2007 and 1978—1999, respectively, relying on
state variation in the introduction of time limits to generate quasi-experimental evidence. Low
et al. (2020) estimated long-run impacts by including data well after the 1996 welfare reforms,
that is, between 2002 and 2007. The long-term effects remained significant and became slightly
larger with a 10.8 percentage point decline in welfare use and a 5.5 percentage point increase
in employment among single mothers. Again, about half of those leaving welfare did not move
into employment. These women increased their reliance on food stamps while partnered women
had fewer divorces, since the alternative to staying partnered worsened. In contrast, Moffitt et al.
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(2020) found that time limits alone had no impact on family structure (although overall reforms
related to work incentives—sanctions, work requirements, earnings disregards, and time limits—
did increase single motherhood and decrease marriage to biological fathers). These authors used
state and eligibility variation in US welfare policy from 1996 in a triple difference model to study
outcomes up to 2008.
Limited evidence exists for the impact of time limits on children. Florida’s Family Transition

Program, introduced in Escambia County between 1994 and 1999, applied a 24-month time limit to
the earnings supplementwhich provided only a small amount of additional income to treated fam-
ilies (Morris et al., 2001). Child outcomes were assessed four years after parents’ enrolment in the
treatment or control group and included cognitive/academic development, behavioral/emotional
adjustment and health (Zaslow et al., 2002). At the time of follow-up, only 20% of families reached
the time limit, which may explain the lack of effects found for children. While mothers initially
increased their employment, earnings, andmodestly increased their overall income, these impacts
disappeared by the four-year follow-up. There was also suggestive evidence of an increase in fam-
ilies with extremely low income. For children aged 5–12 at the follow-up, behavioral adjustment
was slightly worse but health was improved. For adolescents aged 13–17 at the follow-up, the like-
lihood of school suspension increased with no effect on other outcomes. Given the small-scale
rollout of this policy more than two decades ago, the results may not generalize to the impact of
time limits today.
The intergenerational impacts of time limits are unclear as there is not enough research to tell

us about how the effects of time limits on parents may affect children. This seems to be due to
both a lack of suitable policy variation, to isolate the effects of time limits, and data that includes
child outcomes. Theory informs us that time limits may have negative effects on child develop-
ment outcomes by reducing household income. If mothers respond by entering the labor force
or increasing hours of employment, lost income might be recovered, but this effect needs to be
weighed against reduced parental time. The cost of reduced parental time is highest for youngest
children, and at the same time, time-limits provide the strongest work incentives to families with
the youngest children. This provides a strong, albeit empirically unproven, argument that time-
limits are likely an inferior policy choice, compared to policies that would provide stronger work
incentives to parents of older children for whom parental care is less important.

4.4 In work benefits and tax credit programs

Tax credit programs, such as the EITC in the US or the Working Families Tax Credit (WFTC) in
the UK, are designed to encourage work among low-income families. In the US, for example, tax
credits deliver a cash payment that increases proportionally with earned income until amaximum
credit or maximum income limit is reached. After a plateau region, the supplement is phased out
more slowly than it is phased in. In theUK, tax credits are paid up to amaximum amount if family
income is below the threshold and one adult works 16 h or more per week. The credit depends on
the number and age of children. As income rises the benefits are tapered down.
Most previous studies find that tax credits lift employment (Bastian, 2020; Blundell, 2000;

Eissa & Liebman, 1996; Eissa & Hoynes, 2004; Neumark et al., 2020). These effects mainly oper-
ate through increasing the labor force participation rates of single mothers. In the short term,
the introduction of the WFTC in the UK had strong positive effects on labor force participation
among single parents (Blundell, 2000). Similarly, the Self-Sufficiency Project (SSP) in Canada, an
experiment which provided an earnings supplement to a random sample of single-parent welfare
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recipients during the 1990s, had substantial effects on employment, earnings and income (Morris
& Michalopoulos, 2003). For instance, the treatment group doubled their full-time employment
(28%) relative to the control group (14%) in the 12 months after random assignment and increased
their earnings by $90 Canadian dollars per month. In the US, the introduction of the EITC in 1975
significantly increased employment, hours worked and earnings among single mothers relative
to women without children. Using a differences-in-differences model, Bastian (2020) found that
between 1975 and 1980, single mothers increased their employment by 6.2% (from a baseline of
53%), annual hours worked by 5.7% (35 h) and earnings by 7.3% ($750 in 2013 US dollars). Hoynes
and Patel (2018) examined the period shortly after this, between 1984 and 1998, to study the three
federal EITC expansions prior to themajor welfare reforms in 1996. Using variation over time and
family size in a parametrized differences-in-differences model, the authors estimate significant
reductions in poverty among disadvantaged single mothers with children. Specifically, they show
that a $1000 increase in EITC income increased the chance of singlemothers having income above
poverty by 6.7 percentage points, relative to women without children.
However, single mothers who were already in employment largely did not change their labor

supply (Blundell, 2000; Meyer, 2002). One possible reason is that many mothers who are already
working part-time face disincentives to supply additional labor beyond the part-time level. Part-
time hours appear to be a natural limit for those outside of the labor force as well. In the UK,
single mothers entered the labor force when the hours eligibility limit decreased from 24 to 16 h
per week, which meant part-time work qualified them for the credit (Blundell & Hoynes, 2004;
Brewer et al., 2006). The effects of the credit were also limited for married mothers as they faced
disincentives to contribute to family income that pushed the family above the maximum income
limit. Work-contingent tax credits based on family income tended to reduce the labor supply of
married mothers in both the US and UK (Blundell, 2000). Bastian (2020) reiterates this with
suggestive evidence that the introduction of the EITC reduced employment for married moth-
ers with spousal earnings in the phase-out region, since secondary earners cost these households
EITC benefits. On the other hand,marriedmotherswith zero spousal earnings behaved like single
mothers and increased their employment by 6.5 percentage points. As spousal earnings increased,
married mothers reduced their employment. For every $10,000 (2013 US dollars) in spousal earn-
ings, married mothers decreased their employment by 0.9 percentage points.
In the longer-term, the effects diverge across countries. The SSP in Canada had little impact

on employment, wages, and welfare participation (Card & Hyslop, 2005) while the EITC in the
US increased employment, reduced poverty, and reduced welfare participation (Neumark et al.,
2020). This difference could be explained by the different program evaluations. In Canada, a con-
trol groupwas available to compare outcomeswhile in theUS, disadvantaged neighborhoodswere
tracked against relatively advantaged neighborhoods to assess their convergence overtime.
Despite mixed long-term impacts, the majority of studies evaluating the short-medium term

impact of income tax credits substantiate the significant and positive impact on labor force par-
ticipation among single parents (Blank, 2002; Eissa et al., 2008; Hsueh & Gennetian, 2011).
These effects on parental labor market outcomes may change the circumstances in which chil-

dren grow up. EITC expansions in the US encouraged single mothers to enter the workforce, the
majority of whom take on full-time hours (Eissa & Hoynes, 2006). Time-use diaries confirm that
EITC expansions encouraged single mothers to replace housework and leisure withmarket work.
However, time spent on childcare was unchanged (Gelber & Mitchell, 2011). While these studies
establish the change in parental inputs into their children, the direct effect of this on child out-
comes is still to be determined.
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Other studies bypass the effects of welfare reform on parental inputs and instead look directly
at children’s outcomes. Tax credit policies which increase family income have been shown to
improve a range of child outcomes including infant health (Hoynes et al., 2015), child health,
noncognitive skills, quality of the home environment (Averett & Wang, 2018), test scores (Chetty
et al., 2011;Dahl&Lochner, 2012, 2017), college attendance (Bastian&Michelmore, 2018;Manoli&
Turner, 2018), high school completion, and earnings in young adulthood (Bastian &Michelmore,
2018). However, the outcomes associated with the 1993 EITC expansion (Averett & Wang, 2018;
Hoynes et al., 2015) cannot be interpreted causally because, as noted by Dench and Joyce (2020),
the reform lacks a sharp discontinuity to cleanly identify the treatment and control groups when
families with one child are compared to families with two children.
Chetty et al. (2011) offered only suggestive evidence of positive EITC effects on child test scores

because of the strong identification assumptions required to exploit the nonlinearities of the tax
schedule. Using tax returns from 1988 to 2008, the authors show that a $1000 tax credit increases
student test scores by 6-9% of a standard deviation, with larger effects for students inmiddle school
(8.5%) than elementary school (7.3%). Manoli and Turner (2018) also exploit the nonlinearities
of the EITC benefit schedule but instead use a regression kink design with administrative data
between 2001 and 2011 containing almost all high school seniors in the United States. The authors
find that for low-incomehouseholds, an additional $1000 tax credit increases college enrolment by
1.3 percentage points (from a base of about 30%). Using changes in EITC generosity to instrument
for changes in family income, Dahl and Lochner (2012) and Bastian andMichelmore (2018) found
small but positive effects of the EITCon child outcomes, using data between 1988–2000 and 1968—
2013, respectively. They find that a $1000 increase in family income generated by EITC exposure
increases test scores by 0.04 standard deviations (Dahl & Lochner, 2012), increases the probability
of finishing high school by 0.2 percentage points and increases the number of years of schooling
by 0.01 years (Bastian & Michelmore, 2018). Bastian and Michelmore’s results are significant for
children exposed between 13 and 18 years, but not for younger children between 0 and 12 years.

5 OVERARCHING THEMES IN THE LITERATURE

In Section 4, we discussed effects of welfare design reforms on parents, and in turn on children.
As different types of reform have different effects on the work incentives faced by families, they
induce very different behavioral responses which in turn create different outcomes for children.
However, there are some common themes we summarize below, that require the attention of
researchers and highlight avenues for future research.

5.1 Disentangling mechanisms of reform effects

By and large, empirical results suggest that the most beneficial type of reform from a child devel-
opment perspective is expansions to in-work benefits. Tax credits may be particularly beneficial
for children’s development as they can positively impact both parental employment and family
income. This is because the subsidy increases with employment up to a given level of income.
However, as both variables change together, any analysis that finds a positive reform effect, leaves
the following question unanswered: does an increase in maternal employment positively affect
child development independent of employment income gains? The documented improvements
in children’s cognitive outcomes and educational attainment could be working through either
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the role-modeling effect of greater parental employment or through income channels. At the same
time, reduced parental time could potentially counteract these positive effects. The same question
arises with respect to the effects of work requirements. While there is some research that aims to
tease out the exact mechanisms, no conclusive answer has yet been reached (Herbst, 2017).
Causal evidence from experimental welfare reform evaluation studies shows children in

preschool and elementary school improve their academic achievement when both income and
parental employment increases, but not when employment increases alone. Adolescents, on the
other hand, appear to be negatively affected even when income increases (Dave et al., 2021; Dun-
can et al., 2011; Morris et al., 2005). That additional financial resources are key in driving improve-
ments in children’s school achievement and behavior is also shown in the evaluations of the SSP
in Canada and the Minnesota Family Investment Program (MFIP) in the US (Blank, 2002). More
incomematters even when it is not complemented with mandatory employment programs. How-
ever, mandatory employment programs alone were not effective at improving child outcomes. In
a similar vein, analyses on work requirements demonstrate the importance of dual employment
and income effects for child outcomes.
Additional income may act as an important mechanism because it allows families to afford

formal childcare and after-school programs. Summarizing a set of welfare-reform random assign-
ment experiments rolled out in the US during the 1990s, Duncan and Chase-Lansdale (2001) sug-
gest that childcare programs drive the positive policy effects on children, rather than changes in
the home environment such as changes to parental mental health or to the family routine. Stud-
ies on tax credit programs, which tend to lift employment and earnings, support these results by
showing that additional family income earned through the EITC improved children’s test scores
in a modest but causal way (Chetty et al., 2014; Dahl & Lochner, 2012).
To summarize: studies that aim to separate employment effects from income effects, tend to

conclude that increased employment without increased income has an undesirable effect on chil-
dren’s development, while increased income has desirable effects whether or not it is combined
with increased employment. Following from this evidence, it can be surmised that role model
effects are of limited importance, and that instead financial resources are the main driver of child
development. Financial resources are especially important for young children because it allows
parents to afford better quality childcare programs.
However, this conclusion is based on only a handful of studies, and most research we reviewed

does not allow conclusions about relevant transmission mechanisms that drive overall reform
effects. More research in this area is clearly needed. As the rollout of policy reform often does not
allow us to separate employment effects from income effects, qualitative research may generate
useful, complementary results, as in-depth interviews can tease out why families changed their
behaviors in response to a reform package.

5.2 Heterogeneous effects by children’s characteristics

Another common theme across evaluations of different types of reforms is that the intergenera-
tional impacts are sensitive to the circumstances of the specific child.
In particular, the age of the child at the time of the reform is a key factor. Much research focuses

on young children’s outcomes, with less evidence on adolescents and young adults. A greater
understanding of the latter and why the effects may differ between younger and older children
can enable policy-makers to better tailor welfare policies.
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Adolescent-aged children appear to experience stronger negative impacts when their parents
are affected by welfare reforms, compared to younger children.4 This was found to be the case for
adolescents of parents who were subject to activity requirements—even if parents acquired addi-
tional family income (Grogger & Karoly, 2009; Herbst, 2017). In Canada, children fared worse
when their parents were subject to the country’s SSP program of work-conditioned transfers if
exposure to the reforms took place during adolescence. Grogger and Karoly (2009) found that
exposure to SSP at 16–17 years increased the risk of teenage parenthood by 9.7 percentage points,
while Morris and Michalopoulos (2003) report an increase in substance use by about four per-
centage points and a slight drop in academic performance. Using small-scale randomized pro-
gram implementation in the US and Canada, Morris et al. (2009) found increased drop-out rates
among adolescents that are likely linked to parents’ type of employment (work schedule, total
hours, job quality etc.)
When teenagers are asked to supplement household responsibilities, such as caring for younger

siblings while the mother is at work, this too tends to have unfavorable effects on their behavior.
Hsueh and Gennetian (2011) showed that policy-induced maternal employment which does not
increase income but does increase sibling care is associatedwith poor adolescent school outcomes
such as performance, suspension, and expulsion. Dave et al. (2021) showed similarly negative
results from welfare reform which increased maternal employment on adolescent social behav-
ior, such as less volunteering, skipping school, damaging property, fighting, smoking, and drug
use. Unlike preschool-aged children, low-income adolescents do not respond positively to policy-
driven increases in maternal employment, especially among those with younger siblings (Hsueh
&Gennetian, 2011). We noted above that increased employment can improve outcomes for young
children as long as it comes with increased income, and especially if that income buys access to
better childcare programs. However, this mechanism is obviously not relevant to older children
and adolescents. As a result, the same welfare reform could have vastly different effects on chil-
dren of different ages, even within the same family.
The intergenerational effects of work requirements are found to be most positive for preschool

children when they raise family income and increase the use of formal childcare (Grogger &
Karoly, 2009).Grogger andKaroly (2009) used follow-up surveys from theMFIP and SSPprograms
which cover children aged between 5 and 18 years. The authors find third grade reading (math)
scores are significantly improved among childrenwhowere affected by the policy when theywere
between 0 and 3 (3–4) years of age. Increased family income from employment, however, did not
alleviate the negative impact of the policy on adolescents. The divergent outcomes between age
groups suggests that the role of supervision is an important one.While childcare is a natural option
for preschool children, teenagers may choose to spend their time engaging in problem behaviors
like skipping school (Grogger & Karoly, 2009). It is possible that the significant increase in child-
care by single parents mediated any potential negative effects of increased employment on young
children (Grogger & Karoly, 2009). In fact, childcare may have advanced their outcomes since
children with single parents showed improvement in their third-grade achievement scores while
affected children from two-parent families experienced no significant improvement.
The impact of increased family income on children not only depends on the child’s age but

also their background and family characteristics. Dahl and Lochner’s (2012) instrumental variable
analysis on EITC expansions in the US during the 1990s showed that children from disadvantaged
families benefitmost from increases in family income. For example, achievement amongminority
children, children with low educated mothers and children with unmarried mothers increased
by 0.05 to 0.08 standard deviations with every $1000 increase in income. Given that the EITC
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generates labor supply responses among single mothers, this type of analysis cannot say whether
income or maternal employment improves child development.

5.3 Long-term effects

To date, the evidence on long-term effects tends to be suggestive only. Maxfield (2013) studied the
1993 EITC expansion to show that increased family income during elementary school increases
the probability of high school graduation and college attendance. As with the two studies men-
tioned previously that use this reform, the identification relies on differences between families
with one child and families with two children. As noted by Dench and Joyce (2020), the resulting
outcomes may lack a causal interpretation. Akee et al. (2020) reported positive, but small, corre-
lations between parental income and child outcomes among those exposed to the EITC expan-
sions during the 1980s and 1990s. They find that at ages 25–26, exposed children have increased
income, higher probabilities of employment and lower EITC take up. An exception is Bastian and
Michelmore (2018) who provided causal evidence on the long-term impacts of EITC generosity
on children. Using four decades of changes in EITC generosity, the authors find increased annual
earnings among children exposed between 0 and 12 years. However, education and employment
impacts in adulthood among these children were insignificant. Among children exposed between
13 and 18 years, the authors found the impact on their annual earnings in adulthood to be insignif-
icant.
As long-term outcomes on children emerge, we must be careful about extrapolating these

effects to adulthood. Recent evidence on intergenerational disadvantage suggests that adolescent
behavior can be a misleading proxy for later-life outcomes (Brenøe & Lundberg, 2018). What is
clear is that the impact of tax credit policies on children can vary depending on the population
affected. For example, we would expect the effects to vary depending on household composition,
parental education, age and gender of the child, and the outcome of interest, for example, labor
market outcomes versus drug use (Dave et al., 2021).
Overall, as theory would predict, increases in income appear to positively affect child outcomes

while increases in employment have negative effects. In the presence of both outcomes, the empir-
ical results suggest that positive income effects can offset reduced parental time. More research is
required to understand the heterogeneity in these outcomes, such as the divergence in child and
adolescent responses to maternal employment.

5.4 Welfare reform effects in a changed economic context

The programs discussed above were mostly implemented in the context of a strong economy with
low unemployment rates. In such a context, parents are better able to respond to reforms by find-
ing work and leaving welfare. Yet, in a context where there are few labor market opportunities,
low real wages, increasing precarity in the nature of jobs for some, it begs the following questions:
(1) How does the economic environment affect the success and intergenerational impacts of wel-
fare reforms? and (2) Should the generosity of the welfare system be pegged to the state of the
economy, with welfare acting as a shock absorber and risk transferred from individual families to
government, when the economy is weak? These outstanding questions are particularly important
in light of the effects of COVID-19, which has induced job loss in some sectors and accelerated
changes in the structure of the economy.



22 BROADWAY et al.

6 METHODOLOGICAL CONSIDERATIONS

As discussed in Section 3, ex-ante one would expect very heterogenous effects of a given welfare
reform on child development, depending on specific family characteristics such as children’s age,
family wealth, and—crucially—parental employment status with andwithout the reform.Hence,
we would expect average reform effects across an entire population of welfare recipients to vary
with the distribution of these characteristics. The empirical results do indeed show great variation
in reform effects along the described dimensions. For example, as discussed previously, welfare
reforms in the United States in the 1990s have been found to provide some health and cognitive
benefits to young children. Yet, the same reforms appeared to have impaired the academic devel-
opment and school attendance rates of adolescent children. Thus, identifying the heterogenous
impacts of a policy—particularly if there are winners and losers—is a necessary component of
any policy evaluation.
However, there might be another reason why the estimated reform effects vary from study to

study and from reform to reform: the quality of the estimation method could be to blame. There
are many different methods for policy evaluation in the researcher’s toolbox, but they are not all
equally reliable, and suffer from different flaws and drawbacks. However, the decision of which
method to apply is often driven by the specific ways a policy was implemented which often deter-
mines which estimationmethod is feasible to use for the policy’s evaluation. This section outlines
some of the benefits and drawbacks of commonly-used approaches, with direct application to the
topic of the intergenerational impacts of welfare reforms.
All policy evaluation must aim to obtain a causal effect: how did outcomes change because of

the policy intervention? To estimate the causal effect, ideally, we would compare the outcomes of
an individual who is subject to an intervention with the outcomes for that same individual had
they not received the intervention. In reality, we do not observe this clean counterfactual. Instead,
studies on the intergenerational effects of welfare reform have relied upon on an array of exper-
imental and non-experimental techniques to simulate an appropriate counterfactual. Given the
potential heterogeneous impacts of a policy, an important point to note is that different meth-
ods can yield different estimated causal impacts of policy—simply because they are evaluated on
different groups within the population (or the implicit weightings for groups differ).

6.1 True experiments and randomized control trials

Social experiments are an attractive option for evaluating the effects of policy interventions
because the treatment is randomly assigned by design and thus can provide a proper counterfac-
tual. In a Randomized Control Trial (RCT) individuals are randomly assigned to a policy interven-
tion or not, which would guarantee that—on average—the treated group and the control group
are equivalent in their background characteristics. Then, the average difference in the outcomes
between these two groups can be attributed to the causal impact of the policy intervention.
A key insight provided by randomized earnings supplement programs rolled out in both the

US and Canada in the early 1990s is that adverse effects from reduced parental time can be offset
by positive income effects. For example, preschool and elementary school children’s academic
achievement improved when both income and parental employment increased, but not when
employment increased alone (Duncan & Chase-Lansdale, 2001).
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A second key insight from these RCT studies is that policies promoting maternal employment
have vastly different impacts on children depending on their age of exposure. For example, while
preschool and elementary children were shown to benefit from policy reforms in the US, very
young children, especially below age one, but also up to age three, were adversely impacted by
increased maternal employment. Furthermore, randomized earnings supplement programs in
both the US and Canada, rolled out prior to 1996, had detrimental impacts on adolescents’ out-
comes such as their academic achievement and school attendance rates (Grogger & Karoly, 2009;
Morris & Michalopoulos, 2003; Morris et al., 2009).
Based on these strong heterogenous impacts, a likely channel of effect of policy reform is the

exposure to alternative care. When parents increase their employment, children who receive
higher-quality care in place of parental care stand to benefit more than others who receive lower
quality care. Adolescents who were left without any alternative supervision, and thus given less
adult attention in total, were more likely to engage in risky behaviors and to miss school (Morris
et al., 2009).
Despite RCTs being considered a “gold-standard” in causal estimation, they raise a number of

potential issues: if those who are willing to participate in the experiment are not representative of
the wider population at whom the treatment would be targeted, results do not easily transfer from
the experimental setting to a wide-spread rollout of the policy. Similarly, experiment participants
may behave in ways that do not reflect how they would behave in a non-experimental setting.
Last, the large costs associated with setting up and conducting RCTs canmake them prohibitively
expensive to conduct. Cost barriers often result in small experiments, which lead to scaling issues.
As a result, most researchers have to rely on non-experimental approaches when studying the
intergenerational impact of welfare reforms.

6.2 Early observational studies and data requirements

Learning the impact of a welfare reform with observational data requires the researcher to be
aware of the contrast between causation and correlation. Simply comparing the observed out-
comes of those who do (treated) and do not (control) receive an intervention may be problematic
because there may be pre-existing differences in the outcomes of these two groups. For example,
some individuals may choose to undertake the intervention (or be chosen by program adminis-
trators) because they are more likely to benefit from a program compared to the rest of the eligible
population.
Earlier studies using observational data relied on controlling an extensive set of observable char-

acteristics to ensure the treated and control groupswere as similar as possible (seeKalil et al., 2001,
as an example). Matching techniques as well as ordinary regressions can be used for this purpose.
However, if an important characteristic differs between treated group and control group but is
not observed, these methods cannot identify a reform’s true causal effect. Moreover, if samples
are small, the number of individuals who are not affected by a policy intervention but are very
similar in all other characteristics to those who are treated, might be very small.
Many early studies suffered from two such key data limitations. The first is the lack of infor-

mation on mothers’ welfare participation status. For example, the National Longitudinal Survey
of Youth (NLSY) only has annual indicators for welfare participation. Second, datasets contained
relatively small sample sizes, especially when focusing on a disadvantaged population of welfare
recipients. Together, these data limitations greatly hindered the scope of analyses.
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Greater access to administrative datasets and a longer time span of survey data have enabled
researchers to reach new insights. Specifically, they have been able to conduct policy evaluation
by linking current adult or longer-term outcomes with past exposure to policy reforms in a way
that was previously impossible. For example, more generous payments such as SNAP receipt has
been linked to a wide range of positive outcomes, including improved adult health, improved
child health in the long run, and higher academic achievement for students (Almond et al., 2011;
Gassman-Pines & Bellows, 2015; Gregory & Deb, 2015; Hoynes et al., 2016). Another benefit of
administrative data is that it provides highly frequent accounts of information. This includes the
dynamics of welfare receipt by parents and/or precise information about demographic character-
istics such as date of birth or date of a key event. This has subsequently allowed researchers to
capitalize on the practical advantages offered by new econometric methods.

6.3 Selection on unobservables—Difference-in-differences and triple
differences

Over the past two decades a growing body of applied research in social sciences has exploited
natural experiments to tackle selection issues.Where a policy is introduced only for a sub-set of the
entire population—e.g., a cohort defined by age or region of residence—this is used as a “pseudo”
experiment that allows researchers to compare a group that is affected by a policy with another
group that is not. Because these groups could differ in important ways even before the policy
in question was implemented for one of them, the difference-in-difference (DD) estimator—one
of the most popular methods used in the literature on the intergenerational impacts of welfare
reform—compares their outcomes both before and after the policy implementation. Examples
include: Hoynes and Schanzenbach (2009); Almond et al. (2011); Hoynes et al. (2016); Hartley
et al. (2017); Avram et al. (2018); Hoynes and Patel (2018); Bastian (2020); East (2020); Low et al.
(2020).
DD estimators are not always able to ascertain a policy’s true causal effect. For example, a geo-

graphic region such as a county or state might adopt activity requirements for mothers of young
children because societal acceptance of workingmothers in that region is growing; another region
did not implement the same activity requirements because their prevailing culture is different.
Such differences could confound the policy inference. Similar concerns have been raised with
identification strategies using other comparison groups, such as those based on family size or
women with and without children (Blundell & Hoynes, 2004; Eissa & Hoynes, 2004; Hoynes &
Patel, 2018).
In addition, the policy implementationmight have coincided with other, unrelatedmajor insti-

tutional changes (e.g., policies around birth control or divorce) or economic changes (e.g., the oil
and food price shocks of the 1970s or the global financial crisis).
To combat such issues, DD estimators are sometimes extended to a Triple Difference (DDD)

estimator. For example, Bastian (2020) used a placebo group of EITC-ineligible mothers in a DDD
specification to net out some of the pre-existing differences in the trends of residents fromdifferent
locations. This DDD strategy was also used by East (2020) and Moffitt et al. (2020) to name a few
recent studies.
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6.4 Selection on unobservables—Instrumental variables method

A closely related approach is the Instrumental Variables (IV) method. Here, the policy reform is
not itself evaluated, but utilized to estimate the causal effect of some variable of interest—such as
family income—that the policy changed. For example, Dahl and Lochner’s (2012) instrumental
variable analysis on EITC expansions in the US during the 1990s showed that children from dis-
advantaged families benefit the most from increases in family income. Here, the EITC expansion
quasi-randomly gave some families more income than others. Another key insight derived from
an IV-based study is that the cultural channel, namely attitudes towards the welfare system, may
explain the intergenerational transmission of welfare receipt. Specifically, Dahl et al. (2014) found
children of disabled parents who successfully appealed welfare decisions weremore likely to later
receive welfare themselves.
IV estimators in the context of empirical analysis of welfare design reform are not without

their issues. First, the policy itself could have had only a weak relationship with the variable of
interest (such as family income), or it could have had an effect on the studied outcome through
an additional, independent channel.
Second, researchers are typically interested in the effect of a variable such as family income

for a large population, for example, low- and medium-income families. But the estimated effect
of family income from an IV estimator is only valid for the population that was targeted by the
reform. The EITC expansion used by Dahl and Lochner (2012) only applied to single parents.
This means that we cannot say whether increased parental employment and household income
improves child development in general or if it is specific to single-parent households. Similarly, in
the paper by Dahl et al. (2014), the marginal group who was likely to experience a different appeal
outcome based solely on the leniency of a judge, are likely to have disability symptoms that are
neither severe normild, and the resources and capabilities to navigate the appeals system.A strong
cultural channel for the intergenerational transmission of welfare receipt may be less important
for other types of families.

6.5 Selection on unobservables—Regression discontinuity design

Another popular tool in the evaluation literature is Regression Discontinuity Design (RDD). The
RDD approach exploits arbitrary cut-off points or thresholds that exclude or exempt groups of
people from a policy. For example, Fisher and Zhu (2019) evaluated new, stricter rules for single
parents that only applied if the parent had separated after a specific, arbitrary calendar date. The
causal effect of the policy is then derived by comparing the outcomes of the people who separated
within a small window (both left and right) of the arbitrary date threshold.
Two key strengths of the RDD approach are that people who lie just below or above an arbitrary

threshold are expected to be similar i) to each other, whichmeans that any difference in outcomes
is likely directly caused by the policy and ii) to the general population of interest, whichmeans that
results can likely be generalized. These advantages distinguish RDD estimators from many DD
estimators and IV estimators which make the method particularly promising for future empirical
research.
Most recently, an RDD approach has shown that the level of income from a government pro-

gram directly impacts the health outcomes of children. Ko et al. (2020) implemented an RDD to
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show that SSI receipt in the US benefits low-income children by improving their health in the first
8 years of life relative to similar children who just miss out on the payment.
Although the RDD approach is transparent and strong on internal validity principles, as well

as external validity, it is not without its critics. The biggest concern is that assignment around the
arbitrary threshold can be manipulated. For example, individuals can pull forward their date of
separation. Alternatively, the arbitrary thresholds based on date of birth or the timing of birthmay
still give rise to pre-existing differences between the treated and control groups. This can arise, if,
for example, birth-month seasonality factors are independently correlated to the outcome/s of
interest.
Not everything proposed as a natural experiment will be convincing. Above, we discussed some

of the commonly used methods and the potential shortcomings in the findings based on such
approaches. Indeed, findings in the literature on the intergenerational impact of welfare reforms
continue to face uncertainty about the magnitude of policy effects and the specific dimensions of
a policy that are responsible, as well as the groups that are most and least affected. Nevertheless,
the virtues of natural experiments offer us the opportunity to identify the causal effect of policies.
Three overarching key insights we have gained using social experiments and natural experiments
are (1) that aspects of a parent’s life, such as their engagementwith employment, aremalleable and
they can subsequently influence children in profound ways, (2) there are policies which can mit-
igate any potential negative consequences of parental employment—such as that of high-quality
childcare, and (3) policy effects are heterogenous across groups and the child’s age of exposure is
a key determinant of both the sign and magnitude of effect.

7 SUMMARY AND CONCLUSION

In this literature review, we consider the effects of four different types of welfare reform that
were introduced in various countries over the last four decades with the aim of reducing wel-
fare reliance and which have been empirically studied: i) reductions in the payment level for cash
benefits; ii) introduction of activity requirements to access cash benefits; iii) limits on the time
for which a cash benefit can be received and iv) the expansion or introduction of in-work bene-
fits/earned tax credits.
Using the framework of a simple model of household production, we discuss how all four types

of reform change the budget constraint of affected households, and what changes one should
expect in terms of time and income they choose to invest in their children’s development.
Any assessment of the effectiveness of welfare reforms depends on the outcome of interest. In

the first instance, these relate to the current generation of potential welfare recipients—typically,
policy makers may be interested in their level of benefit receipt, employment, and income. If a
policy-maker’s primary aim is to reducewelfare receipt, this can be achieved by reducing payment
levels of cash benefits, by introducing activity requirements, or by limiting the time for which a
benefit can be received. This is also amostlymechanical effect. However, if the primary policy aim
is to generate employment, our literature review shows that activity requirements and income tax
credits work best in achieving this goal, while pure cuts to payment amounts, as well as time
limits, are less effective.
However, this literature review ultimately aimed to assess the effects of welfare reform on child

well-being. Overall, the literature shows the introduction or expansion of income tax credits to be
among the best policy options. They have been shown to improve child outcomes along a range
of dimensions, from health over academic performance to education completion outcomes. In
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contrast, reduced payment levels of cash benefits, while beneficial for welfare receipt and employ-
ment, appear to have hardly any effect on child development. It is plausible that parents increase
their employment in response to the reform just enough to avoid the worst consequences of their
reduced income (such as food shortages) but have little chance to generate further resources to
spend on improved child outcomes—at best, they can leave them unchanged. Even worse, activ-
ity requirements may have negative effects on child outcomes, as they tend to push mothers into
unstable, low-quality employment and unreliable childcare situations, so as not to lose access to
support completely.
The stronger positive effects of in-work-benefits are quite heterogeneous: they appear to most

benefit children from disadvantaged backgrounds (ethnic minorities, children with low-educated
mothers, and those in the lowest-income-households). That pattern of heterogeneity further adds
to the attractiveness of the policy option.
Some aspects of welfare reform deserve and need further attention: heterogeneous effects by

child age, and the mechanisms by which reforms take effect.
First, reform effects have been shown—across the board—to vary with child age. The impor-

tance of early childhood experiences on later life outcomes is well-recognized in the social sci-
ences, and there is a long history of studying the effects of policy on young children. “Skills beget
skills,” and hence investments made early in life tend to have large returns (Heckman, 2006).
This review includes many studies that look at the effect of welfare reforms on children of differ-
ent ages. Typically, the most negative effects of maternal employment are found for very young
children, especially below age one, but also up to age three, but where additional income is spent
on high-quality early childhood education and care, such negative effects of employment can be
overturned or at least mitigated. At the same time, a new emerging theme in the literature is that
any analysis of welfare reform should also pay attention to the important developmental phase of
adolescence. Adolescents appear to be more negatively affected by a decrease in family income,
compared to younger children, and in some studies, they are found to be sensitive to maternal
employment especially in families with younger siblings. Any reformmust keep in mind that the
same policy could affect children of different ages very differently, even within the same family.
A lot of research has focused on assessing the outcomes of young children; the outcomes of older
children and adolescents need more attention from both policymakers and researchers.
Second, we know relatively little about the exact transmission mechanisms by which reforms

affect children’s outcomes—and these may also differ by children’s age. Often, role model effects
could be at play together with income effects. Limited evidence exists that reforms that increase
maternal employment without a compensating effect of increased income, are negative for chil-
dren, which suggests that role model effects are not very powerful. However, most reforms are
rolled out in such a way that an unambiguous separation of income effects and direct employ-
ment and role modeling effects, is not possible.
Where both channels could be disentangled, evidence points to income effects being more

important than role model effects. Also, childcare was found to play an important role: any pos-
itive effects of welfare reform on child development appear to hinge on the availability of good
quality childcare, and accompanying measures that afforded families the option to access such
care. Policy reforms which encourage employment when children are still very young, must be
mindful of the alternative childcare options available. The importance of childcare for positive
effects of welfare reform on affected children, also goes a long way to explain why adolescents do
not appear to reap the same benefits. Better support of adolescents in families affected by wel-
fare reform—such as employment counselling or youth mentoring programs—might be needed
to offset any negative effects of welfare reform on adolescents and young adults.



28 BROADWAY et al.

ORCID
TessaLoRiggio https://orcid.org/0000-0002-5558-7713

NOTES
1 We denote the one parent as the ’mother’, reflecting that lone-parent families are typically headed by women,
and in multi-parent-families, most non-monetary parenting input is typically provided by mothers. This family
arrangement is particularly prevalent among families receiving welfare, which explains the focus on mothers
and their children in the relevant literature (see section 4). Our simplification ignores other common family
structures such as families with two or more parental figures where all make regular parental investments. We
also ignore families with same-sex parents or where the lone parent is male and where no mother is present.
While there is a trend in all industrialized countries towards more lone parent-families headed by men and
towards men increasing their direct provision of childcare (Gimenez-Nadal and Sevilla, 2012), this is heavily
concentrated among highly educated and high-earning parents (Guryan et al., 2008).

2 Personal Responsibility and Work Opportunity Reconciliation Act.
3 AFDC, Aid to Families with Dependent Children, was the main cash transfer program in the US before it was
replaced by TANF, Temporary Assistance for Needy Families, in 1997.

4 On average, younger children are less negatively impacted. However, there is heterogeneity within the non-
adolescent group. For example, the most negative effects of activity requirements were found for very young
children, especially below age one, but also up to age three.
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