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Changes in Participation in Means-Tested Programs

In the early 1990s, the number of people receiving bene-
fits from Aid to Families with Dependent Children
(AFDC), a major cash assistance program for nonelderly
U.S. residents, increased rapidly. Concerned about the
nation’s welfare system, lawmakers in 1996 replaced
AFDC with a block-grant program, called Temporary
Assistance for Needy Families (TANF), and made other
significant changes in federal welfare policies. Since then,
the number of AFDC/TANTF recipients has dropped by
more than 60 percent—from about 13 million to 5 mil-
lion. Analysts disagree about the extent to which the new
program, the robust economy of the late 1990s, or other
factors played a role in that decline.

The substantial drop in the number of TANF recipients
raises questions about whether participation in other
means-tested programs has followed similar patterns.
This brief looks at trends in participation in some of the
major means-tested programs for low-income nonelderly
people—AFDC/TANTF, the earned income tax credit
(EITC), Food Stamps, Medicaid, and Supplemental
Security Income (SSI)—from fiscal year 1977 to 2003
(the most recent year for which data about participation
are available).

Unlike the pattern with AFDC/TANE, those other four
programs have generally experienced increases in partici-
pation in recent decades. Moreover, as of 2003, each of
those programs served more low-income nonelderly peo-
ple than did TANF, the program commonly thought of as
welfare. The federal government also spends more on
those programs than on TANE In 2004, federal outlays
for TANF totaled $18 billion, compared with $24 billion
for Food Stamp benefits, $30 billion for SSI benefits for
nonelderly recipients, $33 billion for the EITC, and
$114 billion for the federal share of Medicaid spending

on benefits for nonelderly people.

Future participation in, and federal costs of, those five
programs will depend on many factors, such as the level
of benefits, demographic trends, labor market conditions,
and health care costs. Under current law, changes in the

total federal cost of those programs are likely to be domi-
nated by health care costs, since Medicaid is by far the
largest and fastest growing of the programs.

Major Federal Means-Tested Programs
The Personal Responsibility and Work Opportunity Rec-
onciliation Act of 1996 (PRWORA) created the Tempo-
rary Assistance for Needy Families block-grant program
and eliminated the Aid to Families with Dependent Chil-
dren program that had been in place. In general, under
AFDC, single parents (usually mothers) who met certain
income and resource restrictions—the means test—and
who had a child under age 18 were eligible for cash aid.
Under TANE such parents may still be eligible for cash
aid and work-related activities, including job training and
child care. But typically, they must meet certain work or
training requirements to receive benefits, and they can
only receive aid for 60 months during their lifetime.
Although AFDC had similar restrictions on income and
assets, it did not have strict work or training requirements
or a lifetime limit on benefits.

Various other federal or federal/state programs provide
financial support to low-income nonelderly people. The
earned income tax credit is a refundable tax credit avail-
able to workers with low income. If the amount of the
credit exceeds the amount of federal income tax that a
person owes, the excess is payable directly to the taxpayer.
The Food Stamp program provides a monthly allotment
of benefits to qualifying households. Recipients normally
receive an electronic benefit card that they can use to buy
approved food products at approved stores. Medicaid
provides federal matching funds so that states can offer
medical assistance to poor children and their families and

1. States are allowed to exempt up to 20 percent of their TANF
recipients from that time limit, although in 2002, only about
1 percent of families had been receiving assistance for more than
60 months. See Department of Health and Human Services,
Office of Family Assistance, TANF Sixth Annual Report to Congress
(November 2004).
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to some disabled and elderly people. A more recent pro-
gram, the State Children’s Health Insurance Program
(SCHIP), created in 1997, provides federal matching
funds so that states can extend medical coverage to unin-
sured children (and sometimes parents) in low-income
families. The federal Supplemental Security Income pro-
gram provides monthly cash payments to low-income

elderly, blind, and disabled individuals.

Factors That Affect Participation

The number of participants in federal means-tested pro-
grams depends, at least partially, on the number of people
who are eligible and thus on population growth.? Since
1977, the number of U.S. residents under age 65 has
increased by more than 30 percent—from 196 million to
257 million people—which by itself would suggest that
the number of participants in the programs discussed
above should have risen as well. Other demographic fac-
tors, such as long-term trends in child birth, marriage,
and disability, also play a role. For instance, if the number
of single mothers in the population grows over time, the
number of participants in programs for which a single
mother might be eligible, such as TANF, is also likely to

increase.

Another factor that influences participation is the value
of a program’s benefits relative to the value of work,
activities such as schooling, and alternative forms of sup-
port. Participation is likely to increase as the relative value
of benefits increases. Benefit levels are generally set by
policy decisions, but earnings—an important alternative
to program participation—change with the state of the
economy. For instance, a rise in real (inflation-adjusted)
wages for low-skilled workers would boost the payoff
from work for many actual or potential program partici-
pants.

The value of program benefits is also affected by any
social stigma associated with participation and by the
stringency of any requirements that have to be met to
participate. As noted above, many TANF recipients must
work in order to receive benefits. The more stringent the

2. Of course, some people who are eligible for a program will choose
not to participate in it, will be unaware of the program, or will be
deterred by logistical difficulties (such as getting to a program
office during limited hours, filling out application forms, and so
forth). See, for example, Government Accountability Office,
Means-Tésted Programs: Information on Program Access Can Be an
Important Management Tool, GAO-05-221 (April 11, 2005).

work requirement, the less valuable the TANF benefit is
likely to be to a recipient.

Another factor that could restrict participation in TANF
is the 60-month lifetime limit on eligibility. Some states
have promised to use state funds to continue aiding peo-
ple who reach that limit, and each state can exempt a por-
tion of its caseload from the limit. Information currently
available about the effects of time limits suggests that they
have not often been binding.

Trends in Participation

Participation by nonelderly people in the earned income
tax credit, SSI, and Medicaid has increased almost every
year since 1977 (see Figure 1). By contrast, participation
in Food Stamps and AFDC/TANF remained fairly con-
stant or trended upward between 1977 and 1994 and
then declined significantly. But whereas AFDC/TANF
participation has fallen steadily since 1994, the number
of Food Stamp participants began rising rapidly again
after 2000 as the labor market weakened. (Participation is
measured slightly differently for those various programs;
see Box 1 for details.)

Some of the changes in participation in federal means-
tested programs are associated with changes in federal
policies, although distinguishing the effects of legislative
initiatives from the effects of economic and demographic
trends can be difficult. In the case of the EITC, the num-
ber of families claiming the credit frequently rose in the
1980s and 1990s following major policy changes that
increased benefits, expanded eligibility, or both. The Tax
Reform Act of 1986 raised EITC benefits significantly,
and participation grew by about 75 percent over the next
four years. In 1990, lawmakers expanded the credit fur-
ther, with the expansion phased in over three years. And
in 1993, lawmakers raised EITC benefits sharply for fam-
ilies with two or more children and expanded eligibility
to include childless workers. Between 1993 and 2003,
participation in the EITC program grew by nearly 30
percent.

For the federal SSI program, annual increases in partici-
pation accelerated in the early 1990s after a 1990 Su-
preme Court decision (in Sullivan v. Zebley) that revised
the definition of disability for children and led to more
children being eligible for SSI benefits. Lawmakers en-
acted a more restrictive definition of disability for chil-
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The data series shown here and their sources are described in Box 1. Data for AFDC/TANF and the earned income tax credit cover par-
ticipants of all ages, including the elderly, and data for the tax credit represent families, not individuals.

dren in 1996 in PRWORA. However, that change was
not followed by a significant decline in the total number
of nonelderly recipients of SSI benefits.? In the late 1990s
and early 2000s, restrictions on the eligibility of immi-
grants and substance abusers dampened growth in SSI
participation.

For Medicaid, increases in the number of nonelderly ben-
eficiaries coincided with policy changes that loosened eli-
gibility and with substantial growth in the cost of health
care (and thus, potentially, in the value of health care ser-
vices).4 In the 1980s and early 1990s, eligibility for Med-
icaid was expanded to include more children and preg-
nant women from low-income families. Those changes

3. The number of such recipients under age 18 did decline after
1996, but the decline was partially offset by an increase in the
number of recipients ages 35 to 49.

were followed by significant growth in the number of
nonelderly beneficiaries. In 1996, PRWORA broke the
linkage that had existed between participation in Medic-
aid and participation in the AFDC and SSI programs.
Finally, the Balanced Budget Act of 1997 created SCHIP
to make health care more accessible to low-income chil-
dren. That program has grown rapidly in the past several
years.

The AFDC/TANF program did not experience the same
consistent increases in participation that the EITC, SSI,
and Medicaid/SCHIP programs did. Participation in
AFDC remained relatively stable from 1977 to 1989, but
in 1990 it began to rise rapidly, peaking in 1994. Partici-

4. Measuring the value of health benefits is difficult because those
benefits derive from the insurance aspect of a health care program
as well as from the tangible benefits received.
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Box 1.

Sources of Data on Participation and Benefit Levels

Aid to Families with Dependent Children/Tem-
porary Assistance for Needy Families: Data on
both participation and benefit levels are monthly
and cover all program participants, including the
elderly. The data come from the Congressional Bud-
get Office and from various annual editions of
House Committee on Ways and Means, Background
Material and Data on the Programs Within the Juris-
diction of the Committee on Ways and Means (also
known as the Green Book), available at www.
gpoaccess.gov/wmprints/green/index.html.

Earned Income Tax Credit: Participation in the
EITC is measured as the number of families receiv-
ing the credit (regardless of age). Thus, the participa-
tion data undercount the number of individuals ben-
efiting from the EITC because most participating
families have more than one member. Participants
include taxpayers who have their tax liability reduced
but do not receive any refunded credit as well as
those who receive a refund. Data about credit
amounts are limited. The numbers shown in

Figure 2 for average monthly benefits equal the aver-
age annual refundable EITC divided by 12. Other
families who have their tax liability reduced but do
not receive a refund also derive benefits from the
credit, but those benefits are not represented in
Figure 2. All data come from the Ways and Means
Committee’s Green Book (various years); data for
2002 and 2003 are preliminary.

Food Stamps: The participation and benefit data
used in this brief reflect monthly averages for partici-
pants in households with no elderly members. That
measure undercounts the number of nonelderly par-
ticipants in the program because some younger par-
ticipants live in households with elderly individuals.
The undercount is likely to be fairly small, however,
as most households with elderly people are one-per-
son households. Since 1979, the Food Stamp pro-
gram has defined the elderly as people age 60 or
older; before 1979, that definition was age 65 or
older. The data come from various years’ editions of
Department of Agriculture, Food and Nutrition Ser-
vice, Characteristics of Food Stamp Households, avail-

able at www.fns.usda.gov/oane/ MENU/Published/
FSP/participation.htm.

Medicaid and the State Children’s Health Insur-
ance Program: The participation data used here rep-
resent the total number of nonelderly people served
by Medicaid each year. That number is higher than
the number of such people served by Medicaid at a
given point in time because some people do not par-
ticipate for the entire year. The benefit data used
here are average annual federal expenditures on be-
half of nonelderly Medicaid beneficiaries divided by
12. Because of program conventions, some disabled
people who first became eligible for Medicaid before
age 65 are included in the data even though they are
now elderly. The data come from Department of
Health and Human Services, Centers for Medicare
and Medicaid Services, Health Care Financing Re-
view: Medicare and Medicaid Statistical Supplement
(2003), available at www.cms.hhs.gov/Review/Supp,
and from Medicaid Statistical Information System
state summaries, available at www.cms.hhs.gov/
medicaid/msis/mstats.asp.

SCHIP began operating in 1998. Beneficiaries of
that program are combined with Medicaid beneficia-
ries in Figure 1 because of the similarity of the two
programs. Data on participation come from Depart-
ment of Health and Human Services, Centers for
Medicare and Medicaid Services, SCHIP Enrollment
Reports (various years), available at www.cms.hhs.
gov/schip/enrollment/. (Figure 2 does not include
SCHIP because of a lack of data about benefit
amounts.)

Supplemental Security Income: The participation
and benefit data used here are monthly and cover all
participants other than those labeled “aged” by SSI.
As is the case with Medicaid, some of the disabled
people included in the SSI data are elderly (defined
by the program as age 65 or older). Data are from
the Congressional Budget Office and from Social Se-
curity Administration, Annual Statistical Supplement
to the Social Security Bulletin (various years), available
at www.ssa.gov/policy/docs/statcomps/.
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The spike in Supplemental Security Income benefits in 1993 was probably caused in part by retroactive payments that were made to

disabled children as a result of the Supreme Court’s decision in Sullivan v. Zebley.

pation in AFDC then began to decline, and participation
in TANF continued to fall through 2003. Analysts
believe that the drop since 1994 resulted, in some combi-
nation, from a strong economy during most of that
period, the shift in requirements between the AFDC and
TANF programs, and other policy changes that occurred
at the same time, including expansions of the EITC.

Participation in the Food Stamp program followed a sim-
ilar pattern as participation in AFDC/TANF during the
1980s and 1990s—declining slightly throughout most of
the 1980s, increasing sharply between 1988 and 1994,
and then falling rapidly. One probable reason is that in
1996, PRWORA restricted eligibility for some groups of
recipients, including able-bodied adults without depen-
dents and legal residents who are not U.S. citizens. The

decline in Food Stamp participation is also partially
explained by the decline in AFDC/TANF participation
during the 1990s. Some people who left AFDC/TANF
also stopped receiving food stamps, although they may
have still been eligible for that program. Unlike participa-
tion in TANF, however, Food Stamp participation has
risen since 2000. That increase is partly explained by out-
reach efforts and by the restoration of benefits for many
noncitizens in subsequent legislation. The increase also
coincides with the 2001 recession and its lingering effects
on the labor market.

Trends in Benefit Levels
In most of the programs discussed here, the average
monthly benefit received by participants stayed the same
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or rose over the 1977-2003 period, after adjustment for
inflation (see Figure 2 on page 5). Food Stamp benefits
remained relatively constant, averaging about $80 per
person per month (in 2003 dollars). The average SSI ben-
efit grew slightly, from $400 per month in 1977 to $440
per month in 2003. Real increases were much more sub-
stantial in the EITC and Medicaid programs. The aver-
age EITC benefit tripled during that period, to almost
$150 per family per month, and Medicaid benefits dou-
bled, to nearly $300 per person per month. Only in the
AFDC/TANEF program did real cash benefits fall, from
about $240 per month in 1977 to $140 per month in
2003.

Would Participation and Spending Rise

If the Economy Weakened?

The Congressional Budget Office (CBO) projects that if
current laws do not change, spending on many of the
means-tested programs discussed here will grow modestly
over the next five years.” The exceptions are TANF and
SCHIP, for which annual spending is capped by law, and
Medicaid, which is expected to grow rapidly. Under cur-
rent law, nominal spending on Medicaid benefits for
nonelderly recipients is projected to rise from $114 bil-
lion in 2004 to $184 billion in 2010 because of rising
prices for health care, greater consumption of services,
and (to a lesser extent) increased enrollment. CBO’s pro-
jections assume a fairly healthy economy: an unemploy-
ment rate averaging about 5.2 percent per year and gross
domestic product growing at a real rate of between 3 per-
cent and 4 percent annually.

If the economy weakened, participation in means-tested
programs might be expected to increase. However, during
the most recent recession (in 2001), only the Food Stamp
program showed a significant shift from earlier trends in
participation, with the number of recipients beginning to
grow after years of decline. For the other programs dis-
cussed here, the changes in participation that occurred
during the recession could have reasonably been expected
from previous trends or legislative changes.

5. CBO’s projections assume that expiring programs will be
extended.

Participation in SSI is unlikely to vary significantly with
shifts in the economy. To receive benefits from the pro-
gram, nonelderly people must document that they are
blind or disabled—conditions that are unlikely to be
affected by the state of the economy.

Medicaid also serves nonelderly disabled people, although
the majority of participants under age 65 are children or
nondisabled adults. As with SSI, the number of disabled
Medicaid participants is not likely to be extremely re-
sponsive to changes in the economy. However, the num-
ber of children and nondisabled adults might increase
during a recession—as it did in the 2001 recession—as
people lose jobs and thus their health care coverage.

EITC participation remained fairly constant during the
2001 recession, perhaps because of two offsetting compo-
nents of the eligibility requirements. On the one hand,
people must have some earnings to receive the EITC, and
the number of earners in the economy usually declines
during a recession. On the other hand, for workers to
receive the credit, their earnings must be below a thresh-
old level, and a downturn could depress earnings for
some people.

The number of participants in TANF declined during the
2001 recession, although the decrease was smaller than in
previous years. That outcome suggests that TANF partic-
ipation may not be very sensitive to cyclical variations.

The various changes in participation that occurred in
2001 might not be indicative of the changes that would
take place during a more prolonged or deeper economic
downturn. Over the long term, participation in the
means-tested programs discussed here will largely be
determined by trends in demography, the distribution of
income, and the state of the economy. Federal spending
on those programs will likewise be affected by such
trends, although the effects could be dwarfed by the
future growth of Medicaid spending.

This brief was written by Molly Dahl of CBO’s
Health and Human Resources Division. It and other
CBO publications are available at the agency’s Web
site: www.cbo.gov.
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