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ABSTRACT

Labor Market Conditions and Post-Reform Declines in
Welfare Receipt Among Immigrants *

Considerable research attention has been devoted to the question of whether and to what extent
changes in welfare policy legislated in the 1990s might have deterred immigrant participation in
welfare programs, although only post-1996 immigrants were explicitly targeted by most of the
changes. Some analysts have argued that such so-called chilling effects have lowered
immigrant participation, and others have argued that this is true only in California. This paper
analyzes the role of local labor market conditions in explaining declines in the welfare
participation trends of immigrants and reductions in the nativity participation gap for the period
1994 to 1999. The data, extracted from the March Current Population Survey, indicate that
immigrants’ participation in welfare declined more rapidly than natives’ during the latter half of
the decade. Our results show that variation in the unemployment and employment rates across
MSAs and states explain the observed relative post-welfare reform decrease among immigrants,
with immigrant welfare utilization being sensitive to changes in both employment and
unemployment rates. The inclusion of state fixed effects in probability models suggests that the
relative decline among immigrants is not due to unobservable heterogeneity across states, but
rather to differences in local labor market conditions. The policy implications of the findings are
discussed.
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Labor Market Conditions and Post-Reform Declines in Welfare Receipt
Among Immigrants

1. Introduction

Theissue of immigrant welfare recipiency played amajor role in national debates during
the early 1990s regarding the need to reform both immigration and welfare policy (Bean, et d,
1997; Van Hook, Glick, and Bean, 1999). Concern that such recipiency might be increasing
contributed to the passage in 1996 of the Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA) (Borjas, 1999), legidlation designed in part to restrict the access
to welfare benefits of non-citizens coming to the United States after August 22, 1996 (Fix and
Passel, 1999; Capps, 2001). In the latter half of the 1990s, the United States has experienced
both the strongest economic growth of the twentieth century and a substantial decreasein welfare
caseloads nationally (Penner, Sawhill and Taylor, 2000; Danziger, 1999). A number of studies
have investigated the extent to which these economic changes, as opposed to welfare policy
shifts, have contributed to the declinesin caseload. For the most part, the studies have found that
economic improvements during the 1990s mattered more than policy changes in bringing about
casel oad reductions (Bell, 2000; Moffit, 1999; Schoeni and Blank, 2000). A few studies have
also documented that welfare declines among immigrants exceeded those of natives during this
period (Fix and Passel, 1999; Borjas, 2001). However, the extent to which immigrant and native
welfare declines are equally likely (or not) to be explained by changes in economic conditions
remains unknown.

This research addresses this question by examining the extent to which nativity

differencesin the level and movement of welfare recipiency relate to nativity differences and



changes in labor market conditions from 1994 to 1999. We do so by first calculating what to our
knowledge are the first intercensal areal estimates of annual immigrant welfare receipt and
immigrant labor market conditions, using information on nativity available in the Current
Population Survey (CPS) only since January 1, 1994. Aswe note below, some of the estimates
are volatile because the sample sizes for immigrants in some of the areas are small. The
estimates are nonethel ess useful because intercensal information on immigrant labor market
conditions has heretofore been lacking. Moreover, any volatility in the estimates would
engender a conservative bias against the likelihood of detection of statistically significant labor
market effects.

When we examine the estimates over the period 1994-1999, we see that the receipt of
(any form of) welfare among native househol ds declined from 15.5 to 13.2 percent. Among
immigrant households, participation in any program fell from 23.6 to 19.7 percent, areduction in
the nativity recipiency gap from 8.1 to 6.5 percentage points, (see Table Al). The declinein the
gap in some of the individual programs was even more striking. For example, the difference
between immigrant and native households in AFDC participation was 2.6 percentage pointsin
1994. This gap dropped by more than half by 1999 (then TANF), to 1.1 percentage points. What
accounts for such a differential decline? Are factors such as nativity differences and changesin
demographic composition responsible for the larger welfare decline among immigrants? Have
immigrants been differently affected by welfare reform than natives? Or have they been
differentially influenced by changes in economic conditions? These are the questions the present

research seeks to answer.



2. Background, Rationale, and Hypotheses

The 1996 reforms in federal welfare law placed explicit restrictions on noncitizen
eligibility for receipt of Temporary Assistance for Needy Families (TANF), food stamps,
Medicaid, Supplemental Security Income (SSI) and other health and socia service programs.
Thisis particularly the case for immigrants coming to the United States after August 22, 1996.
The law aso gave states the option of extending some of these benefits to noncitizen immigrants,
and many have done so, although the number of programs restored has varied substantially
across states (Zimmerman and Tumlin, 1999). Thus, the law has led to substantial state
differencesin the availability of programs providing benefits to non-citizen immigrants. It may
also have generated considerable confusion among immigrants concerning whether or not they
are eligible for public services. The change in the law itself may thus have caused greater
declines in welfare receipt among immigrants because of perceptions that the law’s restrictions
congtituted a strong signal of host country inhospitality, discouraging immigrants from applying
for benefits for which they were eligible, either for reasons of confusion or intimidation.

Some observers have advanced the argument that such “chilling effects’ have taken
place, citing reports of sharper declines in receipt among non-citizens as supporting evidence
(Fix and Passel, 1999; Zimmerman and Fix, 1998). Others have countered that evidence of such
effects has not emerged except perhapsin the casein California, aresult that is attributed to the
general atmosphere there immediately before and after 1994 when Proposition 187 banning
immigrant use of public services was passed (Borjas, 2001). Whatever the casg, it is preferable
to search for more general explanations of patterns of differential decline than to rely on post hoc
hypotheses emphasi zing the idiosyncratic properties of single states. Changesin labor market

conditions over thistime period offer a potential explanation, one that not only accounts for the



differential welfare decline by nativity in general, but also for the especialy sharp nativity
difference in trends that have emerged in California.

Previous research has found evidence of greater sensitivity, in welfare participation, to
changesin local labor market conditions among minorities, including blacks and Hispanics
(Hoynes, 2000). The sameis aso likely the case for low-skilled immigrants. Substantial
evidence, including workplace fatality data, indicates that immigrants are disproportionately
concentrated in low-skilled jobs in the economy (Greenhouse, 2001). Despite the fact that in the
United States the educational distribution of recent immigrantsis roughly bimodal, with the
percentage of immigrants with a college education being approximately the same as that for
natives, the percentage with less than a high school education is substantially higher (Betts and
Lofstrom, 2000: Bean, Gonzalez-Baker, and Capps, 2001). Moreover, because of both their
immigration status and their minority status, many immigrants are consigned to the lower
reaches of the job distribution to a greater degree than would be expected based on their
education level (DeJong and Madamba, 2001; Raijman and Tienda, 1999). And this makesa
difference for labor market outcomes, resulting for immigrants in higher unemployment,
underemployment, and employment instability than among similar natives (Hsueh and Tienda,
1995).

Immigrants are thus likely to experience more precarious labor market attachments than
natives, implying that they are among the least likely (and the last) to be hired during times of
economic prosperity and among the most likely (and the first) to be laid off during times of
economic difficulty. Thus, immigrants are probably subject to sharper swingsin labor market
outcomes than natives with fluctuations in the business cycle and likely to manifest sharper

swingsin the degree of welfare recipiency. Asaresult, we would expect measures of immigrant



unemployment and employment rates to vary more over time than they do for natives. Figures 1
and 2 suggest that thisisthe case, showing that immigrant labor market conditions improved
relative to natives during the post-reform period. We would aso expect nativity differencesin
levels and changes in labor market conditions to account for a substantia part of nativity
differencesin levels and movements in welfare recipiency during the latter half of the 1990s, net

of other factors that might be expected to influence welfare recipiency across places and time.

3. Data and Welfare Participation Trends

To analyze differences in welfare trends between immigrants and natives, we use data
drawn from the 1995-2000 March Current Population Surveys (CPS).> We focus our attention
on the latter half of the 1990s because the Current Population Survey (CPS), which provides the
information we use to measure nativity specific labor market conditions, only began asking
questions that provided information about nativity in January, 1994. The unit of analysisisthe
household and we let the head of the household’s socio-economic characteristics, such as age and
education, represent the household. Consequently, a household will be defined as an immigrant
household if the household head is foreign born and native if the household head was born in the
U.S.? Using the household as the unit of analysis can entail limitations. For example, as
compared to using families or individuals, it maximizes nativity differences in welfare receipt
(Van Hook, Glick and Bean, 1999). Thisis appropriate in the present case because we want to

test the influence of labor market conditions on nativity gapsin receipt. Another justification for

! There are some concerns about the accuracy of the 1994 March CPS, the earliest year of survey participant's
immigrant status, regarding the accurate enumeration of the immigrant population, see e.g. Passel (1996). For that
reason, we do not incorporate individual data from the 1994 CPS in our analysis. However, we use the 1994 data to
calculate local unemployment and employment measures.

2 We do not separate between naturalized and non-naturalized immigrants in our empirical analysis since the
decision of applying for U.S. citizenship itself may be affected by the 1996 welfare reform and hence be
endogenous.



using the household as the unit of analysisisthat eligibility and receipt of welfare are generally
based on household composition and household income.

The public assistance programs included in our analyses are the major components of
welfare assistance: Supplemental Security Income (SSI), food stamps, Medicaid and Aid to
Families with Dependent Children (AFDC) which was replaced by Temporary Aid for Needy
Families (TANF) in 1996. Table 1 shows mean probabilities of household participation in any of
these programs before and after the 1996 welfare reform act.> As noted above, immigrant
welfare participation declined more rapidly among immigrants than natives after the welfare
reform, adrop by 3.7 percentage points, compared to a 1.7 percentage decline observed among
native households.* Also mentioned earlier, the table shows the dramatic rel ative decline among
immigrantsin California, where immigrant participation in public assistance dropped by 7.4
percentage points in the post-reform period while native participation dropped by arelatively
modest 1.5 percentage points. If we exclude Californiafrom the sample, the immigrant
participation decline is very similar to the native decline, as was shown by Borjas (2001).
However, Table 1 aso indicates that in another large state, namely New Y ork, immigrant
welfare receipt increased both absolutely and relative to natives. If we exclude both California
and New Y ork, the relative changes for al other states are quite similar to the overall changein
the United States. But explanations for the relative decline in participation among immigrants
need to go further than simply to exclude states where many immigrants reside and where the
patterns vary. Here we focus on changesin labor market conditions.

The measures that we use to reflect local |abor market conditions are the unemployment

rate and the employment-to-population ratio for the working age population (age 18-65). These

% We the define pre-reform years as 1994-95 and the post-reform years as 1997-99.



are calculated separately for immigrants and natives by Metropolitan Statistical Areas (MSA) or
states, depending on the number of observationsin the area, for each of the years, 1994-1999.
Due to the sample size of the CPS data, thereisalimit to the number of MSAs for which we can
calculate these labor market measures reasonably accurately. To deal with this limitation, we
focus on the number of immigrants, the smaller of the two groups, in the working age
population, age 18-65, included in the CPS for each year by state and MSA. If we can identify at
least 50 working age immigrant respondents in each year in the geographic area, we calculate the
unemployment rate and the employment-to-population ratio for immigrants and natives
Separately.

This approach yields 10 states and 14 MSAs (in parentheses) within these 10 states,
Arizona, Cdifornia (Los Angeles/Long Beach, Orange County, San Diego, San Jose,
Riverside/San Bernardino and San Francisco), Florida (Fort Lauderdale and Miami), Illinais,
Massachusetts, Michigan, Nevada, New Jersey (Bergen-Passaic, Jersey City and Newark), New
York (New Y ork) and Texas (Dallas and Houston). Note that not all of the 10 states have a
sufficiently large immigrant population to allow usto identify labor market conditions by MSA.
Also notethat in al the states where the sample is sufficiently large to calculate the |abor market
measures for at least one MSA, we also calculate the labor market measures for the rest of the
state. For example, in Texas we calculate, separately for immigrants and natives, the annual
unemployment rate and employment-to-population ratio for 3 areas; Dallas, Houston and the
remainder of Texas. In total, we identify 25 local |abor markets. The overall period
unemployment and employment rates, as well as standard deviation and sample size, for these

areas are shown in appendix Table Al



As noted above, the immigrant-native welfare participation gap dropped in the post
welfare reform period. Table 1 aso shows that labor market conditions improved more strongly
among immigrants than natives. The unemployment gap between immigrants and natives
dropped between the pre and post reform period from 2.7 percentage pointsto 1 percentage
point. The relative employment situation also improved for immigrants. Employment increased
more rapidly among immigrants than natives after the welfare reform, an increase by 3
percentage points for immigrants, as compared to the 0.6 percentage point increase observed
among natives.

Not surprisingly, welfare and labor market trends differ across the geographic areas
defined above. Table 2 shows welfare participation as well as the labor market conditions before
and after the 1996 welfare reform for the largest immigrants MSAs, such as Los Angeles, New
Y ork and Miami, and afew other representative large areas. Of these areas, among natives,
welfare participation dropped most dramatically in Houston, by 9.6 percentage points. Immigrant
welfare utilization also dropped for immigrants in Houston in the post reform period, but not by
as much, by 8.1 percent. A look at the relative changes in labor market conditions reveal that the
unemployment rate declined by 2 and 0.2 percentage points for natives and immigrants
respectively in Houston. The employment rate increased by a percentage point in thisMSA for
natives while it declined by 5.7 percentage points for immigrants. It appears that immigrants did
not enjoy as favorable post welfare reform labor market conditions in Houston as natives, and
this may be one reason immigrant welfare participation did not drop as much as among natives.

For immigrants, the largest welfare decline was in Orange County, California. Here,
participation went down by 15.6 percentage points for immigrants and by 1.1 percentage points

among natives. In other words, the relative welfare trend in Orange County is reversed compared



to the one observed in Houston. In this geographic area, immigrants enjoyed impressive relative
labor market improvement, compared to natives, in the post 1996 period. The immigrant
unemployment rate dropped by 5.9 percentage points (3.3 percentage points for natives) and the
employment rate increased by 14.6 percentage (1.1 percentage points natives).

This pattern of differencesin immigrant and native welfare usage and labor market
conditionsis not totally clear in al areas. Table 2 also shows that immigrantsin New Y ork City
increased their participation in public assistance, both absolutely and relatively to natives. This
occurred even though labor market conditions improved more for immigrants than they did for
natives. Other factors, such as demographic changes in the area, might partly explain the
relationship between labor market conditions and the welfare trend and hence will be
incorporated into our econometric analysis below. Nonetheless, on the surface, at least, Table 2
suggests that differential labor market trends among immigrant and natives may be partially

responsible for the relative decline in welfare participation among immigrants.

4. Statistical Models

As pointed out above, the concurrent observed relative decline in immigrant welfare
participation and improved labor market conditions suggests that changes in the labor market
situations facing immigrants may at least partially explain the different welfare trends among
immigrants and natives. To analyze the relationship between local labor market conditions and
welfare participation more systematically, we estimate welfare probability models. The
methodol ogy adopted utilizes pooled CPS data for the years 1994-99, but excludes the year of

welfare reform, 1996.% We further restrict the sample to only include the working age population,

® Since welfare participation in the CPS refers to the year prior to the survey, this means that we are using March
CPS data for each of the years 1995-2000, excluding data from the 1997 March CPS.
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age 18-65. The dependent variable is a dichotomous variable equal to one if the household
received SSI, food stamps, Medicaid or AFDC/TANF, and zero if the household did not
participate in any of these welfare programs. To analyze the impact of the local labor market
conditions on post-welfare reform participation, we use a difference-in-difference model
according to the following general specification:

WFP, =X, 3+ aPOST1996, + Slmmigrant, + y(POST1996, * Immigrant, )
+ AUnemp,, + 7Empl,, + ¢,

)
where X isamatrix of socioeconomic characteristics of the householder (age, education, gender,
marital status, and for immigrants, indicator variables for arrival cohort) and household
characteristics (number of individualsin the household, number of children under the age of 18
and adummy variable for urban household), POST1996 is a dummy variable for the post
welfare reform years, i.e. 1997, 1998 and 1999, Immigrant is a dichotomous variable indicating
whether the household head is an immigrant or native born individual. The unemployment rate,
Unemp, and the employment-to-population ratio, Empl, are used as measures for the local 1abor
market conditions, defined above.

This specification allows us to interpret the POST1996 coefficient, o, as the post welfare
reform change in welfare participation among natives while the immigrant post welfare reform
declineis captured by o plusy, the coefficient of the interaction term, POST1996*Immigrant.
Of particular importance is the coefficient vy, which captures the difference-in-difference effect of
the trend before and after welfare reform between native and immigrant households. The results
presented below are based on linear probability models. These models were aso estimated by
probit because of well known concerns regarding the properties of OLS models using

dichotomous dependent variables. The probit results were very similar to the linear results and
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our conclusions are not sensitive to the functiona form used. Due to the ease of interpretation of
the estimated coefficients from applying OL S to the above model, we only present resultsin the

case of the linear probability model.

5. Results

Model 1 in Table 3 shows that native welfare utilization for the working age population
declined by 2 percentage pointsin the post-welfare reform period (i.e. the 1997-99 period)
compared to the pre-welfare reform years (1994-99). Immigrant participation declined by an
additional 2.2 percentage points. However, these estimates do not take into account any possible
changes in demographic composition. When controls for age, education, urban residence,
gender, marital status, number of individualsin the household, number of children under the age
of 18, and for immigrants, arrival cohort (the reference cohort is the post-1992 arrival cohort) are
added to Model 1, the extent to which immigrant welfare receipt declines more rapidly than
native receipt drops slightly to 1.8 percentage points, indicating that more than 80 percent of the
differential cannot be attributed to differences and changes in composition (see Model 2 in Table
3).

The welfare participation trend may aso be partially explained by factors that are specific
to the states, but unobservable to the analyst. To investigate this possibility, we add “immigrant
state” fixed effectsto Model 2. Shown as Model 3, the relative immigrant participation decrease
does not appear to be affected by the inclusion of the state fixed effects.® Neither of the post-

welfare reform coefficients, o or vy, change from Model 2 to Model 3. This may not be very

® The so called “immigrant states” are the 10 states with the largest immigrant population; Arizona, California,
Florida, Illinois, Massachusetts, Michigan, Nevada, New Jersey, New Y ork and Texas. Close to 80 percent of the
immigrant population reside in one of these states. The results are not sensitive to whether we include “immigrant
state” fixed effects, state fixed effects or fixed effects for the geographic areas defined in Table A2.
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surprising since the inclusion of state fixed effects imposes a mean state effect that is equal for
natives and immigrants. The descriptive data discussed above indicated that 1abor markets may
have changed differentially for immigrants and natives and that these effects varied across states
and MSAs. To anayze the effects of local labor market conditions, we next add controls for
unemployment and employment.

Model 4 includes variables for the local unemployment rate and employment-to-
population ratio. Both variablesyield the expected sign and are statistically significant. What
may be of more interest is that the difference-in-difference coefficient indicates that immigrant
welfare participation declined no more than native welfare participation in the post-welfare
reform period, once labor market conditions are taken into account. The estimated coefficient, v,
drops by approximately two-thirds compared to its valuesin Model 2, and Model 3, and becomes
statistically insignificant. Thus, roughly two-thirds, and possibly all, of the relatively greater
decline among immigrant household can be explained by differencesin the local labor market
conditions experienced by the two groups. Thisisthe key finding of this paper; we next check

the robustness of this result.

6. Robustness of Findings

It is possible that the above results are due to a*“ spurious’ relationship between our
measures of labor market conditions and some unobserved state specific factor. To addressthis
possibility we also estimate Model 4 including “immigrant state” fixed effects, and present the
resultsas Model 5. The findings indicate that our specification in Model 4 is not sensitive to this
possibility. Theresultsin Model 4 and 5 are quite similar with only minor differences, namely,

the magnitude of the estimated impact of unemployment and employment drops slightly and the
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standard error of these coefficients increases somewhat. The estimated difference-in-difference
effect increases dightly (from —0.006 to —0.007) but remains insignificant.

The specification in Models 4 and 5 imposes the restriction that changesin
unemployment and employment have an equal effect on welfare participation propensities for
immigrant and native households. To test whether changesin local labor market conditions
affect immigrant welfare participation to the same extent as among natives, we add interactions
between the immigrant indicator variable and the unemployment and the employment rates. The
results, shown as Mode 6, indicate that immigrant and native welfare participation are not
affected differently by changes in the unemployment and employment conditions. Both
estimated coefficients for the interacted labor market condition variables are negative, suggesting
that immigrants may be less sensitive to changes in unemployment rates and more sensitive to
changes in employment rates than natives. However, both coefficients are statistically
insignificant at conventional levels. Of course, this may be due to more “noise” in the labor
market variables for immigrants as aresult of their smaller sample size, i.e. fewer immigrantsin
each areadefined. Finadly, when we add “immigrant state” fixed effectsto Model 6, presented
as Model 7, wefind that these results are not affected appreciably.

Although Congress passed legislation in 1996 that restricted access to welfare to non-
citizen immigrants, severa states extended their public assistance safety net to immigrants who
are not eligible under the federal regulations. This has potential implications for our analysis. If
there is arelationship between labor market conditions and state granted immigrant access to
welfare, the unemployment and employment effects could be due to this. However, to think this,
one would need also to argue that states with strong economic growth during the period were

states that did not restore access to immigrants who were not eligible under PRWORA, given the
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estimated relationshi ps between welfare participation and labor market conditions. This seems
somewhat unlikely given that California experienced strong economic growth and was one of the
most generous states in having restored benefitsto immigrants. Nonetheless, to test this
possibility, we incorporate into our models a measure of state specific immigrant welfare
availability based on the Urban Institute’ s state specific index which reflects the degree of socia
restoration assistance granted to immigrants by states. We also incorporate a measure of the
overall welfare generosity by including the TANF benefit level for afamily of threein 1997.
The results are presented asModel 8 in Table 3. The inclusion of welfare benefit levels and
immigrant welfare access do not change the estimated impacts of local area unemployment and
employment. Furthermore, the difference-in-difference estimate, vy, remainsinsignificant. Note
that it is not possible to include state fixed effects in the models that include these time invariant
measures. For this reason, the appropriate comparison model for Model 8 iswith Model 4.

The above estimated models analyze participation probabilitiesin any of the four welfare
programs, AFDC/TANF, SSI, food stamps or Medicaid. As Table Al shows, immigrants
participation has declined more rapidly in each program than natives, but most strongly for
AFDC/TANF and food stamps. Questions remain concerning whether any particular program
might be driving our results, and whether local labor market conditions might affect the welfare
trends differently in these programs. To shed light on these possibilities we estimate separate
probability models for participation in each of the above public assistance programs. The results
are shown in Table 4. In order to save space, we present only the results for the most relevant
models, Models2 and 4 in Table 3.

The results show that the greater relative decline in participation among immigrantsin

each of the welfare programs included in this paper are all to agreat extent explained by loca
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labor market conditions. In fact, the immigrant post welfare reform trend appears to be due to
differences in employment and unemployment in all programs except food stamps. However,
even in this program, labor market conditions explain roughly 40 percent of the stronger
participation decline among immigrants. Overall, it appears that differential welfare utilization
trends between immigrants and natives in all four programs are sensitive to local |abor market
conditions, and that the above reported results for omnibus participation are not driven by any
one program in particular.

At this point, it is useful to ask here whether still other factors might account for the
findings, especially factors related to the improvements in economic conditions that might
plausibly account for more rapid decline in immigrant welfare receipt? One possible factor in
thisregard is growing labor supply. Theincreasingly strong job market in the United States over
this period may have increasingly pulled into the United States |abor migrants who were busy
working because of the availability of jobs and who thus did not contribute to higher welfare
recipiency rates. Unauthorized migrants from Mexico who had children born after they came to
the United States would have constituted a group who aso would have been digible for welfare
but who might not have applied for it. If increasing numbers of such person came and showed
up in the CPS but not on the welfare rolls, perhaps this could account for the declining rates of
recipiency among immigrants? If this were true, however, the greater declines among
immigrants should disappear when we remove the most recent arrivals from the analyses. To
address this concern we re-estimated the models in Table 3. The results did not alter the
conclusions reached above (results available from the authors upon request). Also note that the

Models 2-8 in Table 3 include dummy variables for arrival cohort. If there were simply a mean
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difference between the most recent cohort and previous cohorts, adding the cohort dummies
would control for such above discussed potential supply effects.

Another factor isthe arrival after August 22, 1996 of legal immigrants not eligible for
welfare receipt because of the cut-off date in the welfare reform legislation. These persons could
also have accumulated in the denominator (i.e., because they could be in the CPS), but they
would not have been eligible to apply for welfare because they would not have been in the
country long enough according to the provisions of the new law. But here again, if thiswere the
case, removing from the analyses persons who reported they had come to the United States
within the past couple of years should lead to a substantial elimination of the effect we observed.
However, thisis not what we found, leading us again to conclude that thisis not a factor that
could plausibly account for the findings.

Another possibility may appear to derive from our small sample sizesin the cases of
some of the estimates of |abor market conditions. In those areas where we have small numbers
of observations, the data would seem to contain |ess independence concerning the calcul ation of
the labor market condition measure and whether a person reported welfare receipt. That is, a
person reporting welfare receipt might also appear to constitute one of the observations on which
the labor market conditions for that area were calculated. However, it should be remembered that
these measures come from different years of the CPS. Thus, the receipt of welfare is measured
from a CPS at time t, and the labor market conditions for that person at timet-1. Hence,

dependence between measurements is not likely to account for the results.
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7. Summary and Discussion

Using Current Population Survey data, this research investigates the degree to which
changing labor market conditions have contributed to the relatively greater declinesin welfare
recei pt occurring among immigrants compared to natives from 1994-1999. In order to address
this question, the research constructs metropolitan and state-level indicators of nativity-specific
unemployment and employment rates, measures that had not previously been available because
of lack of datain government surveys on country of birth. Thisinformation has been collected in
the CPS since January 1, 1994. Based on the notion that many immigrants constitute a
disadvantaged source of |abor, and thus one especially subject to the vagaries of the business
cycle, we argue that immigrant levels of unemployment and employment would be more
adversely affected during times of economic retrenchment than those of natives, and
subsequently recover more during times of strong economic growth. Such ideas provide a
framework for not only predicting sharper welfare declines among immigrants, but also steeper
declinesin states that suffer the sharpest swingsin the business cycle, thus avoiding the need to
invoke idiosyncratic explanations of nativity and state patterns.

The main finding of the research is that levels and changes in labor market conditions
explain between two-thirds to al of the relatively greater decline among immigrantsin welfare
receipt over the period examined. Thisresult isrobust to checks on the possibility that other
properties of the areas in which immigrants and natives reside might account for the patterns.
These include tests that show negligible state-level fixed effects and state-level welfare
generosity accounting for only asmall portion of differential nativity change. Also, when
estimates were obtained by adding employment and unemployment rates sequentially to the

models (not shown here but available upon request), the effects on welfare participation were
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dlightly stronger for the labor market measure of unemployment than employment. Thisisa
finding that mirrors the fact that most low-skilled immigrants are labor migrants (the national
origin composition of this group being dominated by persons of Mexican origin, who are almost
exclusively labor migrants). The labor market and welfare behavior of such migrants may reflect
the influence of such low reservation wages that migrant labor supply essentially becomes a
function of job availability.

Finally, what are the policy implications of the findings? In addressing this question, itis
important to note first that previous research has documented steeper declines in welfare receipt
among immigrants over at least a portion of this period (Fix and Passel, 1999; Borjas, 2001).
Because this decline has seemed to be sharpest among non-citizens, Fix and Passel (1999) argue
that it reflectsa"chilling" effect associated with welfare reform indicating either immigrant
confusion about how changesin the law applied to them or perhaps even intimidation on the part
of immigrants concerning the possibility of deportation under the law’s strengthened "public
charge" provisions. Although Fix and Passel (1999) do not set forth explicit policy
recommendations, possibilities that would seem to follow from their findings might involve
either more education concerning the law’s actual provisions, more careful implementation in
order to make sure the actual provisionsinstead of harsher practices are applied, or perhaps even
repeal of the law itself.

However, there are reasons to question whether the recent immigrant declinesin welfare
receipt are due to such "chilling" effects per se. For one thing, the possibility cannot be ruled out
that many of the non-citizens most likely to receive welfare smply may have naturalized in the
yearsimmediately after welfare reform. While this may indeed result from confusion on the part

of non-citizens, sincein fact immigrants who were aready in the country before August, 1996
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did not have to naturalize to continue to receive benefits, it also provides an explanation other
than chilling effects for the declines in receipt among non-citizens. Such declines could have
occurred because of the disproportionate movement of high receipt households into the
naturalized category, thus raising the average receipt level among naturalized immigrants
(assuming receipts were higher among non-citizens to begin with, which in fact is the case).
This possible change in naturalization behavior has also been noted by Borjas (2001), who
interprets it asindication that immigrants are attracted to naturalization by welfare ("Many
immigrants will become citizens not because they want to fully participate in the U.S. politica
system, but because naturalization is a hurdle on the road to receiving welfare benefits."). In
fact, he arguesin general that welfare is one of the factors that attracts immigrants to the United
States. Asaresult, hisrecommended policy solution isto make it more difficult to immigrate:
"Inthe end, it is probably easier and cheaper to address the problem raised by the immigration of
public charges not by ‘ending welfare as we know it,” but by reforming immigration policy
itself" (Borjas, 2001: 18).

The perspective on policy implications that we offer here does not emphasize reform of
either the social welfare system or immigration policy. Rather it derives from this research’s
finding that changesin labor market conditions account for almost all of the declinesin both
immigrant welfare receipt and the nativity gap during the latter half of the 1990s. Given that
improvements in labor market conditions have led to substantial declines in participation,
especially among immigrants, it islikely that any new emergence of deteriorating economic
conditions would have substantial negative implications for future immigrant welfare receipt. In
short, increases in immigrant welfare in the future are likely to owe to increased unemployment

and decreased employment possibilities. From apolicy standpoint these need to be addressed on
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their own terms. The possibility of their amelioration requires the consideration and possible
adoption of policies and programs that minimize the harsher effects that adverse labor market

conditions impose on immigrants compared to natives.
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Table 1. Welfare Participation Rates and Local Labor Market Conditions, Immigrant and
Native Households, 1994-1999.

Welfare Participation Labor Market Conditions
Participation in Any Program Unemployment Employment-to-Population
Pre- Post- Difference Pre- Post-  Difference Pre- Post-  Difference

Reform Reform Post-Pre Reform Reform Post-Pre Reform Reform Post-Pre

All States
Natives 15.2 13.6 -1.7 4.7 3.6 -1.1 79.7 80.2 0.6
Immigrants  23.8 20.1 -3.7 7.4 4.6 -2.8 75.7 78.7 3.0
California
Natives 14.8 13.2 -1.5 6.8 4.2 -2.6 77.7 80.1 2.4
Immigrants  31.3 23.9 -7.4 9.1 6.0 -3.1 72.7 77.5 4.8

All States, Excluding California

Natives 15.3 13.6 -1.7 4.5 3.6 -0.9 79.9 80.3 0.4
Immigrants  20.4 18.5 -2.0 6.7 4.0 -2.6 77.2 79.2 2.0
New York
Natives 17.5 16.9 -0.7 5.6 4.6 -1.0 74.4 74.1 -0.3
Immigrants  23.4 26.8 34 9.2 5.9 -3.3 69.1 71.6 2.5
All States, Excluding California and New York
Natives 15.1 13.4 -1.7 4.4 35 -0.9 80.3 80.7 0.4
Immigrants  19.6 16.3 -3.3 6.1 3.6 -2.5 79.3 81.1 1.8

Source: 1995-2000 March CPS.
Note: Participation in any program refers to participation in any of the AFDC/TANF, SSI, Medicaid or Food stamp
programs. Pre-reform years are 1994-95 and post-reform years are 1997-99.
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Table 2. Welfare Participation Rates and Local Labor Market Conditions
by Selected Areas, Immigrants and Natives, 1994-1999.
Welfare Participation

Natives Immigrants
Pre- Post- Post-Pre Pre- Post- Post-Pre
Area Reform Reform Reform Reform  Reform  Reform
LA/Long Beach 14.6 12.9 -1.7 32.4 25.3 -7.2
Orange County 8.9 7.8 -1.1 33.3 17.7 -15.6
San Jose 9.7 6.1 -3.6 154 15.2 -0.2
San Francisco 8.3 8.2 -0.1 21.4 11.9 -9.5
Miami 15.5 15.3 -0.2 23.1 20.1 -3.0
lllinois 16.2 12.4 -3.9 15.0 12.0 -3.0
Newark 12.9 11.6 -1.3 12.0 13.5 15
New York City 24.9 22.1 -2.7 25.5 27.7 2.2
Dallas 8.9 9.3 0.4 14.6 13.3 -1.2
Houston 19.1 9.5 -9.6 23.3 15.2 -8.1
Other U.S. 15.9 14.1 -1.8 17.8 13.7 -4.1

Unemployment

Natives Immigrants

Pre- Post- Post-Pre Pre- Post- Post-Pre

Area Reform Reform Reform Reform  Reform  Reform
LA/Long Beach 6.9 4.5 -2.4 9.8 5.6 -4.2
Orange County 6.1 2.8 -3.3 9.5 3.6 -5.9
San Jose 3.7 15 -2.2 1.6 4.0 2.3
San Francisco 3.1 2.4 -0.7 5.9 7.1 1.2
Miami 4.9 6.9 2.0 6.0 3.8 -2.2
lllinois 4.1 35 -0.6 6.0 4.1 -2.0
Newark 7.4 6.0 -1.5 8.7 8.7 0.0
New York City 6.3 7.0 0.7 10.4 6.9 -3.5
Dallas 2.2 3.4 1.2 4.3 15 -2.8
Houston 5.0 3.1 -2.0 4.7 4.5 -0.2
Other U.S. 4.4 3.7 -0.7 4.9 3.2 -1.7

Employment
Natives Immigrants

Pre- Post- Post-Pre Pre- Post- Post-Pre

Area Reform Reform  Reform Reform  Reform  Reform
LA/Long Beach 77.1 79.9 2.8 70.3 77.1 6.7
Orange County 82.7 83.9 1.1 71.4 85.9 14.6
San Jose 85.7 84.9 -0.8 87.4 82.0 -5.5
San Francisco 84.0 87.1 3.1 86.3 77.1 -9.2
Miami 74.3 80.2 5.9 78.8 81.8 3.0
lllinois 80.6 82.7 2.1 78.0 81.4 34
Newark 73.1 78.7 5.6 80.8 75.8 -5.0
New York City 67.6 68.2 0.6 67.5 69.8 2.3
Dallas 87.5 84.4 -3.1 85.8 89.9 4.1
Houston 82.1 83.1 1.0 87.4 81.7 -5.7
Other U.S. 80.4 80.8 0.4 81.1 82.5 15

Source: 1994-2000 March CPS.
Note: Participation in any program refers to participation in any of the AFDC/TANF, SSI, Medicaid or
Food stamp programs. Pre-reform years are 1994-95 and post-reform years are 1997-99.
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Table 3. Linear Probability Models of Welfare Participation, Any Program.

Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8
Intercept 0.158 0.655 0.659 0.898 0.884 0.874 0.876 0.915
(102.97) (49.75) (50.06) (28.64) (23.47) (23.90) (20.16) (28.31)
Post-Reform -0.020 -0.015 -0.015 -0.011 -0.011 -0.010 -0.011 -0.005
(10.04) (8.76) (8.61) (5.75) (6.07) (5.13) (5.55) (1.46)
Immigrants 0.077 0.041 0.039 0.024 0.028 0.093 0.050 -0.023
(15.61) (4.26) (4.07) (2.53) (2.86) (2.47) (0.78) (1.31)
Immigrant*Post-Reform -0.022 -0.018 -0.018 -0.006 -0.007 -0.009 -0.009 0.003
(3.62) (3.21) (3.20) (0.96) (1.24) (1.38) (2.47) (0.37)
Unemployment Rate 0.315 0.247 0.415 0.310 0.315
(3.97) (2.86) (4.02) (2.79) (3.94)
Employment Rate -0.321  -0.298 -0.297 -0.292 -0.336
(9.78) (7.24) (7.60) (6.07) (10.00)
Immigrant*Unemployment -0.237  -0.134
(1.46) (0.81)
Immigrant*Employment -0.070  -0.019

(0.98)  (0.26)

Model Controls for Individual

. No Yes Yes Yes Yes Yes Yes Yes
Characteristics
Model Includes Immigrant State No No Yes No Yes No Yes No
Fixed Effects
Model Includes Controls for
Benefit Levels and Availability No No No No No No No ves
Number of Observations 203,296
R-squared 0.004 0.183 0.184 0.184 0.185 0.184 0.185 0.184

Source: 1995-2000 March CPS.

Note: Theindividual and household characteristics included in Models 2-8 are controls for age, education, urban
resident, gender, marital status, number of individuals in the household, number of children under the age of 18
and for immigrants, arrival cohort (the reference cohort is the post-1992 arrival cohort). The immigrant statesin
the table refer to Arizona, California, Florida, Illinois, Massachusetts, Michigan, Nevada, New Jersey, New Y ork
and Texas. Model 8 includes controls for 1997 TANF benefit levels for afamily of three and the Urban Institute's
index for state specific availability of welfare to non-citizen immigrants. The model also includes these variables
interacted with the post reform indicator variable and the immigrant indicator variable. Furthermore, t-values,
based on robust standard errors, appear in parentheses.
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Table 4. Linear Probability Models of Welfare Participation, Specific Programs.

Public Assistance Program: AFDC/TANF SSI Food Stamps Medicaid
Variable Model 2 Model 4 Model2 Model4 Model2 Model4 Model 2 Model 4
Intercept 0.2618 0.4301 0.0420 0.1620 0.4550 0.5734 0.5930 0.9066

(31.69) (22.24) (6.20) (9.09) (44.37) (24.49) (46.23) (29.64)
Post-Reform -0.0203 -0.0161 0.0010 0.0013 -0.0228 -0.0197 -0.0095 -0.0047
(19.86) (14.74) (0.95) (1.20) (17.04) (13.91) (5.63) (2.66)
Immigrants 0.0177 0.0043 -0.0072 -0.0105 0.0206 0.0109 0.0381 0.0204
(3.12) (0.76) (1.59) (2.27) (3.02) (1.59) (4.11) (2.18)
Immigrant*Post-Reform -0.0115 -0.0008 -0.0037 -0.0013 -0.0217 -0.0139 -0.0161 -0.0022
(3.37) (0.24) (1.20) (0.42) (5.17) (3.28) (2.89) (0.39)
Unemployment Rate 0.3144 -0.0581 0.2362 0.2630
(6.38) (1.29) (4.14) (3.39)
Employment Rate -0.2280 -0.1466 -0.1612 -0.4066
(11.27) (7.78) (6.61) (12.68)
Number of Observations 203,296 203,296 203,296 203,296
R-squared 0.1656 0.1685 0.0421 0.0426 0.1850 0.1859 0.1699 0.1720

Source: 1995-2000 March CPS.

Note: Model number refersto Modelsin Table 3. The individual and household characteristics included in all
Models are controls for age, education, urban resident, gender, marital status, number of individualsin the

household, number of children under the age of 18 and for immigrants, arrival cohort (the reference cohort is the

post-1992 arrival cohort). Furthermore, t-values, based on robust standard errors, appear in parentheses.
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Table A2. Mean Period Unemployment and Employment by Geographic Areas,
Immigrants and Natives, 1994-1999.

Natives Immigrants
Unemployment Employment Unemployment Employment
Area Obs Mean St. Dev. Mean St.Dev. Obs Mean St. Dev. Mean St. Dev.

Arizona 3,016 3.77 096 79.65 2.00 687 411 331 71.80 5.63
LA/Long Beach 4900 5.14 148 7863 2.10 4727 6.83 272 7451 3.14
Orange County 943 396 231 8429 2.26 531 475 354 80.20 7.01
San Diego 1,056 5.28 147 80.72 2.65 448 6.20 4.14 76.09 6.07
San Jose 618 251 167 84.08 251 354 272 139 8395 288
Riverside/San Bernardino 1,139 515 246 75.78 3.01 356 3.76 084 79.66 6.08
San Francisco 755 2.65 1.13 86.17 2.25 309 5.93 2.03 81.77 5.74
Other California 4641 584 217 7727 211 1,388 11.50 2.03 7149 1.92
Fort Lauderdale 896 240 2.07 86.72 381 366 357 223 80.07 5.66
Miami 722 547 238 79.81 4.93 1,422 458 1.28 80.25 3.40
Other Florida 7502 325 111 7691 149 841 532 291 76.05 3.09
lllinois 8,711 381 075 8198 1.34 1,470 469 189 80.73 3.24
Massachusetts 6,226 4.07 0.86 79.20 1.46 899 591 392 78.16 6.40
Michigan 8,431 4.13 153 79.10 1.59 480 3.02 252 7857 5.70
Nevada 2599 350 1.18 8144 3.00 499 310 151 87.23 3.78
Bergen-Passaic 1,004 327 165 8240 3.08 441 6.28 479 8192 5.00
Jersey City 378 6.71 395 7146 5.86 350 852 6.17 7499 8.49
Newark 1552 583 232 76.79 3.27 480 798 353 78.04 4.40
Other New Jersey 3,760 4.03 0.64 80.58 1.08 442 3.87 138 8395 3.34
New York City 5468 655 193 68.15 2.67 3,651 7.87 246 69.61 240
Other New York state 7,096 450 124 7760 1.13 585 287 084 7744 285
Dallas 1,754 273 099 84.93 2.13 377 282 246 8756 4.02
Houston 2,086 342 124 8272 134 632 456 1.18 83,58 2.80
Other Texas 7540 359 0.79 81.73 1.03 1,233 6.84 277 77.09 225
Other U.S. 134,380 397 050 80.68 0.36 6,750 4.20 1.27 81.25 2.08

Source: 1994-1999 March CPS.
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