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he process of welfare reform is well under
way in Australia. The Federal Govern-
ment established a Reference Group on
Welfare reform, which has recommend in
its final report in August that all aid be

based on some form of social or economic ‘partici-
pation’ by recipients. Recent years have also seen
initiatives such as Centrelink and Job Network
established, and the introduction of ‘Mutual Oblig-
ation’ and even ‘Work for the Dole’ (something that
sounds severe even by American standards!).

As an outsider, however, I cannot claim a full
understanding of Australian welfare policy and
debates. The best thing I can do, therefore, is to
describe what I do know something about – welfare
reform in America – and then to see whether some
of the lessons learned there might be applied here.

What welfare means in America
It is important to be clear what we are talking about
when we talk of ‘welfare’ in an American context.
Roughly, we mean by ‘welfare’ means-tested aid

programs, of which the four most important are:
(1) Temporary Assistance to Needy Families
(TANF), which has replaced Aid to Families with
Dependent Children (AFDC), and which supplies
aid largely to single-parent families; (2) Food
Stamps, which are basically coupons given to the
poor in order to buy groceries; (3) Supplemental
Security Income (SSI), which is a means-tested dis-
ability program for the needy; and (4) Medicaid,
which provides health care for welfare recipients
and some others. 

‘Welfare’ in the United States is seen as quite
separate from ‘social insurance’, which is a contrib-
utory system. Social insurance (which is America’s
pension program) includes both Social Security and
Disability Insurance. It also includes Medicare,
which provides health care to the elderly and dis-
abled, and Unemployment Insurance, which is
much less generous than in Australia (benefits are
limited, and last for only six months, after which
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In the United States, a major reform of the 

welfare system has dramatically reduced the

number of sole parents claiming benefits. Most

former claimants are now in employment, and

the remarkable success of this reform has clear
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in America today is concentrated mainly in the
working age population. Just over half (51 per cent)
of America’s poor people are of working age, and a
further 39 per cent are children. Only 10 per cent of
America’s poor are aged 65 or over. The focus of
welfare reform is mostly on the working-aged poor
and their children.

Why are there so many working age poor people
in such a rich country with a booming labor mar-
ket? That is the great question. 

The central reason is employment, or rather
non-employment. Most poor people are poor
because they do not have jobs. Work levels among
the poor have fallen compared to 40 years ago. They
have risen recently, as we shall see, but they are still
well below what they were in 1959.

Some poor people do have jobs, of course. The
working poor exist, but they are considerably out-
numbered by the non-working poor: 

• In 1998, 70 per cent of adults in America were
employed – the highest level in our history. And
46 per cent worked full-year and full-time.
Among female heads of households, 72 per cent
worked, 45 per cent full-year and full-time.

• Among the poor, however, only 41 per cent of
adults were working (only 13 per cent full-year,
full-time). Among poor female heads of house-
holds, just 57 per cent were working, only 16 per
cent full-year, full-time.

• Only about a third of welfare recipients work at a
given time, mostly off-the-books. 

So the gap in employment between the poor and 
the non-poor is large, and it is particularly large for
full-year/full-time work, the kind you need to get a

time the unemployed can claim only food stamps). 
There has been little debate in the United States

about social insurance – because it is contributory.
Because unemployment benefits are limited in dura-
tion, there is no pressure to enforce work on those
who claim them. There is a rigid separation between
unemployment benefits and welfare, and there is no
open-ended ‘dole’ in the Australian sense. 

Welfare reform, therefore, has concentrated
overwhelmingly on Aid for Families with Depen-
dent Children/Temporary Assistance to Needy
Families – and hence on the issue of single mothers
claiming support. In the United States, welfare is
family welfare.

The background problem of poverty
In 1998, 13 per cent of Americans were poor, meas-
ured on the federal government’s definition of
‘poverty’. This is one of the highest levels of poverty
in the OECD countries.

Many different kinds of people are poor, includ-
ing some elderly and disabled people, but poverty 



family out of poverty. Why is that? 
Some people say that the reason for poverty is

not lack of employment, but rather family breakup,
and it is certainly true that a plurality of the poor
live in single-parent families. However, the family
problem also comes down largely to a work prob-
lem. Most single mothers are poor, in the first
instance, because they aren’t working. If they were,
many fewer would be poor or on welfare. And
fathers often abandon their families – or are thrown
out by their partners – because they have their own
problems with employment.

What welfare reform has meant in America
As noted earlier, the debate on welfare reform in
America has concentrated on Aid for Families with
Dependent Children/Temporary Assistance for
Needy Families. These recipients are the most 
controversial, because their
poverty  is the most associated
with lifestyle – especially their
lack of work and, secondarily,
unwed parenthood.

In the 1960s and 1970s,
welfare reform had largely lib-
eral goals. The emphasis was
on higher benefits, and creat-
ing stronger work incentives.
In the 1980s and 1990s, how-
ever, conservative goals took
over. These included eliminat-
ing fraud and abuse (which is
no longer a major issue today),
enforcing child support and,
above all, enforcing work.

The Personal Responsibil-
ity and Work Opportunity
Reconciliation Act, 1996, was
the toughest conservative
measure yet. It abolished Aid
for Families with Dependent
Children, and created Tempo-
rary Assistance for Needy
Families in its place. It ended
the federal entitlement to aid,
limited families to five years on
the rolls, stiffened child support enforcement, stiff-
ened work requirements, and gave states much
more control over eligibility as well as benefits.

It is important to understand that this reform
was not aimed against welfare as such, although 
it may appear to have been. Academic critics at 
the time predicted a ‘race to the bottom’ as states
competed with each other to cut benefits, but it did
not happen. Cutting benefits and eligibility has
been a minor theme, and few states have used their
new powers to change eligibility or benefits by
much.

Rather, in the 1990s, major new steps were taken
at the federal level to ‘make work pay’. There has
been the introduction of a higher minimum wage,
expansion of employment tax credits for low-
income workers, and more health care and child
care to support working families. Some states have
also introduced wage subsidies and health programs

of their own. Welfare reform doesn’t mean an 
abandonment of commitment to the poor, although
this is what liberals fear. Rather, it means building
the responsibility to work into the system of welfare
support. The main theme of the American reforms
has been the conditioning of benefits on work.

Work requirements have become progres-
sively more demanding
Mandatory work programs linked to welfare are not
new in America. They go back to 1967, but initially
they were not very demanding.

Mothers had to participate when their youngest
child was six, which exempted most of the caseload.
In 1988, that age was reduced to three, but most
mothers who did participate went into education
and training rather than having actually to work.
Some states, however, gained waivers of normal 

federa l  ru les  to  be  more
demanding than this, and Wis-
consin used waivers to create a
whole new system where vir-
tually everyone had to work to
get aid.

In the Personal Responsi-
bility and Work Opportunity
Reconciliation Act of 1996, the
federal government made it a
requirement that half of all
parents then on the welfare
rolls must participate in work
activities by 2002, and the
emphasis was tilted sharply
toward actual work rather than
training or other work alterna-
tives. The work requirements
now being implemented are
therefore requiring for the first
time that the bulk of mothers
go to work.

Why are we doing this?

The political rationale
One reason for work tests is
that the American public 

simply insists that welfare recipients should work.
It is not enough to facilitate work, although we are
doing that. Rather, to satisfy the public, work must
also be an obligation.

The traditional liberal view was that a mother
performed a social task by raising her child, and she
should be supported to do that. But since the 1960s,
most mothers have taken jobs alongside raising
their children. Public opinion has changed as a
result of this, and most Americans no longer think
it fair that welfare mothers should not be expected
to work when most other mothers are now in the
workforce.

This public sentiment is not a simple expression
of hostility to the poor. It is rather based in a sense
of what is fair. The feeling is that everybody should
contribute to society by working, and people do not
see why single motherhood should confer an
exemption from this normative expectation. At the
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Fathers often abandon
their families – or are
thrown out by their part-
ners – because they have
their own problems with
employment.
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nearly always some gain. The states with the best
records tend to be those with the strongest tradi-
tions of good quality government.

Evidence about barriers
A third reason for work tests is that we have
increasingly come to believe that most of the adult
poor can in fact work.

Traditionally, most experts on poverty  have
believed that the poor could not work because of a
set of social barriers that more or less condemned
them to dependency. Much of the anti-poverty
research in the United States, for example, consists
of statistical studies showing that lower work levels
are associated with various disadvantages such as
low levels of education,  or having grown up in a
female-headed family. But this does not establish
that recipients cannot in fact work if they are
assisted and required to do so under a new policy. 

Today, government routinely thinks that more
poor adults can work than are doing so (although
most academics continue to contest that conclu-
sion). Things that used to be thought of as barriers
to the poor working are no longer seen in this way.

• Female-headed households?
We used to think that a mother without a hus-
band needed help from the society or her
children would starve. But today, real wages are
high enough so that many mothers can support
their families by working. Indeed, a large major-
ity of mothers in America already are working,
and the rates are the highest for single mothers.
There is no obvious reason, therefore, why single
mothers on welfare should not be employed at
least to some extent.

• Disability or a total lack of skills?
Experts judge that a large majority of welfare
adults are probably employable at some level,
although there is uncertainty about where to
draw the line. Some people probably are not
capable of working, but their numbers are much
smaller than the numbers of those who tradi-
tionally lived on welfare or disability benefits.

• Welfare disincentives?
By going to work, some recipients may find that
they lose more in benefits than they would 
gain in earnings (the so-called ‘poverty trap’).
However, research and experience has shown
that actual work behaviour among the poor is
not greatly affected by incentives or disincen-
tives. Most welfare mothers will work little even
without welfare. As a practical policy, work
incentives simply do not justify the enormous
attention that policy analysts give to them.

• Low wages?
The same argument applies to the presumed dis-
incentive effect of low wages. It used to be
thought that the wages that most welfare recipi-
ents could earn were not enough to make it
worth going to work, but wages are generally high
enough to enable people to escape poverty  if
adults work normal hours. This is true even at

same time, the public is humanitarian – it wants to
help families in need. Thus, what the American
public wants and expects is two things – they want
to help families, but they also expect people who
need help to be prepared to go to work.

This means that work has to be enforced within
the welfare system. Voters want adult recipients to
work alongside the taxpayers, not instead of them.

This feeling is so strong and so united that it is
something of a mystery that work was not required
years ago. The reason it wasn’t is that political elites
did not like the idea of trying to combine support
with work enforcement within welfare.

Leaders on the left, whom we call liberals, didn’t
want to enforce work at all. They wanted the poor to
work, but not to require it as a condition of aid.
Conservatives, by contrast, did want to enforce
work, but they preferred to do this simply by deny-
ing aid to the employable, not by enforcing work
within the welfare system.

Today, we have gone beyond this impasse by try-
ing to enforce work within welfare. That’s the only
way to accomplish both of the things the public
wants.

The programmatic rationale
A second reason why America has now chosen to
enforce work in return for welfare is that alternative
approaches to the problem of the workless poor
have clearly failed. Government management of the
economy to reduce unemployment was not enough
to reduce rates of welfare dependency, for the num-
ber of people on the welfare rolls remained at 12–14
million people in good times and in bad.

Work incentives aim to make work pay by allow-
ing recipients to keep more of their benefits if they
went to work. But improved incentives had little
effect on actual work levels (recent incentive pro-
grams in Minnesota and Canada have succeeded,
but only when work incentives were combined with
a 30-hour work requirement).

Voluntary education and training programs had
only slight effects. Government jobs programs did
some good while people were in them, but they
failed to get people to remain in employment once
the programs themselves came to an end. Nor did
child care subsidies raise the proportion of poor
mothers who chose to work.

I am not saying that these various programs are
not valuable in some senses. They provide benefits
to people who can use them. They may serve the
cause of social justice. My only claim is that they do
not promote employment. They do not pull many
people across the line from non-working to work-
ing, and this means that they do not do very much
to overcome poverty.

What has clearly worked, however, is mandatory
work programs where work is enforced as a condi-
tion of eligibility for aid. That such programs show
the largest impacts on actual work levels has been
shown in evaluations going back to 1980s. In the
best programs (for example, Riverside, California)
employment has risen by as much as a quarter, and
earnings by as much as a half. In other programs,
the rise in employment is less dramatic, but there is



the minimum wage, and most recipients find
work paying several dollars above this. In Aus-
tralia, where there is a higher minimum wage
than in the Unite States, the opportunities to
escape poverty through work are even greater.

• Lack of jobs? 
Jobs (at least jobs at low wages) seem readily
available in American cities. Academics have
strenuously tried to find evidence of a lack of
jobs, but they have failed. For people who look
for work, long-term joblessness is uncommon. It
may be that jobs would not be available immedi-
ately to all potential workers, but they are
available at the margin for those looking for work
at any particular time. This was already true in
the relatively depressed job market of the 1970s.
It is even more true today.

• Racial discrimination?
Most of the American poor and welfare recipients
are non-white, so is their lack of work due to a
racial bias in hiring? There may be some truth in
this, for some racial bias does exist among
employers. But this does not prevent all employ-
ment.

• Lack of child care?
Again, this is not the major obstacle that it is
often made out to be, and availability of child
care has not been a major problem in welfare
work programs to date. Many parents when they
go to work do not even claim the care which is
available, and state child care budgets are com-
monly underspent.

For a minority of jobseekers, these sorts of barriers
are important. Barriers explain inequality among
workers – because barriers, especially  differences
in education, have a lot to do with how good a job
people can get if they work.

What barriers seldom explain, however, is a sus-
tained lack of any employment. Barriers can affect
the kind of work you find, but they do not have
much to do with whether recipients work at some
job. This in turn means that they do not have much
directly to do with why people remain in poverty.

Consequences to date have been remarkably
favourable
The welfare rolls in America have dropped by over
half since 1994 – from 14 million to 7 million. This
fall is much greater than anyone expected when the
reforms were introduced. It is unprecedented in
American history. Huge sums of money have been
saved. States are spending less on welfare overall,
but only  because their caseloads are so much
smaller than before. They are spending more per
remaining case than they were before the reform.
This has broken the back of an old dilemma, for it
had been thought that reform would end up costing
more than leaving the system as it was.

Those leaving the rolls have generally recorded
limited income gains – surveys find that the average
person is a little better off than before leaving 
welfare. This has slightly eased rates of child
poverty, although many families who have found

work remain poor (the reforms have thus begun to
shift the statistical balance between the working
and non-working poor). Whether leavers gain
income depends critically on whether they are
employed. Those who are working are usually 
better-off.

The reforms have had a much clearer impact on
work levels, which have risen significantly (and
remember that low work levels are the most impor-
tant immediate cause of  poverty).  Among
recipients, around two-thirds are working at the
time of the interview (about twice the level prior to
the reform). 

In 1993, only 43 per cent of poor female heads of
households worked at all. By 1998, it was 57 per
cent – and 9 points of that 14-point increase
occurred in the last two years. 

About a third of leavers are not working, but they
usually have working spouses or benefits from other
income programs. 

There is no evidence that the reforms have led to
any significant increase in hardship. There are iso-
lated cases of homelessness, but this occurred
under the old system too. Child welfare cases have
dropped.

Our major problem has been in ensuring that
those leaving the welfare rolls make use of the
remaining benefits, especially food stamps and 
Medicaid, to which they are still entitled. Although
health coverage has actually been expanded, people
are dropping or losing coverage as they leave welfare.

We have less evidence on family effects,
but it too is positive
Statistical studies show that, in one-parent fami-
lies, children on average do better in school if their
mothers work at least part-time. This could be
because of the positive influence of being in child
care, or it might be because the mother sets a posi-
tive example by leaving the house each morning to
go to work.

When I wrote my chapter in the Institute of Fam-
ily Studies’ new book on welfare reform (Reforming
the Australian Welfare State, edited by Peter Saun-
ders), I did not have access to the latest evaluation
evidence on the effects of these welfare changes on
the family. 

Recent studies of welfare work programs find
mostly positive effects on children, although they
tend to be small. The National Evaluation of Welfare
Work Strategies found seven positive cognitive
effects on children with no negative ones, while
behavioural effects were mixed (three positive, four
negative). In health, there appear to have been
some negative effects, but this is connected to the
problem of families abandoning health coverage
when they leave welfare. 

Experimental work programs in Milwaukee and
Minnesota, where mothers have been required to
work a minimum of 30 hours per week, report 
that children of welfare work mothers are doing 
better in school than before. In Minnesota there
were also positive effects on rates of marriage (an
increase in the numbers of mothers who marry
from 3 to 7 per cent), and an 18 per cent drop in
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accept a certain level and degree of welfare depend-
ency. Dependency is less controversial than it is in
America, where there is a stronger sense of work 
as a common obligation of citizenship, and the 
proportion of the population that you have living 
on benefits is much higher than is the case in 
America.

Another difference is that work levels among
mothers are not as high yet in Australia as they are
in America. This is significant, for it was the recog-
nition that most mothers work that led American
public opinion to the view that welfare mothers
should work too. Having said that, however, a major-
ity of Australians now thinks that single mothers on
benefit should begin to do something in return for
aid when their children reach school age, and this
marks a shift from the current arrangements where
mothers are not called upon to do anything until
their children reach school leaving age.

Despite the differences
between the two countries, the
Australian Government is now
moving in the same general
direction as we have gone in
America, and it is doing so for a
very good reason. There is a
need to raise work levels and
limit dependency here, just as
there was in America.

Have Australians found, as
we did, that voluntary pro-
grams, oriented to providing
people with opportunities to
work, do not shift them into
jobs?  Perhaps your policy 
history in this area isn’t yet
long enough to judge. But I
think you will find that, to get
results, you will need to be
more demanding than the 
Welfare Reform Reference
Group’s proposals seem to be.
In particular, you will have to
demand participation as a 
condition of aid, and you will
have to demand actual work,
not just education and train-

ing, if you are going to make a significant impact on
the welfare rolls.

And what about barriers to employment? Is it
possible for the poor and dependent to find work in
Australia? I know that some people in this confer-
ence believe that the answer is no. Perhaps your
welfare recipients are less employable than ours.
But I doubt it. Maybe your labour market isn’t as
strong as ours – but again, I doubt it. In America, we
too used to say that work wasn’t really possible for
most adults on welfare. We have learned otherwise,
and I think you will too.

A change is coming. I urge you to be creative
about it.

Lawrence Mead is Professor of Politics at New York Univer-
sity. This article is an edited version of a verbatim transcript
of Professor Mead’s Keynote Address to the Seventh Insti-
tute of Family Studies Conference, Family futures: issues
in research and policy, held in Sydney on 24–26 July 2000.

rates of spousal abuse. All this begins to suggest that
enforcing work has had positive feedback effects on
family life.

Was welfare reform really the cause?
The exact causes of the fall in the numbers on wel-
fare and the rise in work levels are contested.
Economists tend to give most of the credit either to
the strong economy, or to the recent build-up of
work-connected benefits such as wage subsidies.
Economists prefer to identify these factors as pri-
mary because they are the easiest to measure.

However, low unemployment and positive work
incentives never drove the welfare rolls down
before now – in previous economic booms, the
numbers on welfare increased – and it is clear from
other studies that economic conditions simply 
cannot account for this dramatic decline.

Other research, including
my own studies, suggests that
welfare reform has been the
key factor. In my studies, I
measure the effect of work and
child support enforcement
more directly, and I find strong
effects. Welfare is being driven
down mainly by the new work
requirements which have
been introduced over the last
ten years, and they have been
reinforced by a  pol i t ica l
dynamic which has involved a
general turning of the culture
against dependency.

But what would happen if
the economy turned down?  

My response to this fre-
quently-asked question is
two-fold. First, a turndown in
the future need not result in
high rates of unemployment.
Because we now have much
more flexible labour markets, 
a drop in economic activity
could today result in a fall of
wages for those in work more
than a widespread loss of jobs. Second, even if 
a turndown does increase unemployment in 
the future, many of those affected will be covered 
by unemployment insurance precisely because
they have been in the labour market. To the extent
they return to welfare, localities will create jobs 
to keep them working, if necessary. The support 
for work is that strong. In my view, we are not 
going to return to the old pattern of mass welfare 
dependency.

Applications to Australia
Does the same rationale that has led the United
States to enforce work also apply to Australia?

I sense that the political demand and will to
enforce work is weaker here than in the States.
There is a greater readiness on the part of the 
Australian public (and hence the politicians) to
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A majority of Australians
now thinks that single
m o t h e r s  o n  b e n e f i t
should begin to do some-
thing in return for aid
w h e n  t h e i r  c h i l d r e n
reach school age.


