The Invisible Variable: 

Bringing Business Back in to State Antipoverty Policymaking
Nicole Kazee

Yale University / The Brookings Institution

Contact: nicole.kazee@yale.edu

Prepared for the Seventh Annual Conference on State Politics and Policy

February 23-24, 2007

Austin, TX

Abstract

One of the most notable changes in contemporary American social policy has been the shift in emphasis from the traditional welfare population to low-income workers and their families.  I call this new network of antipoverty policies “Wal-Mart Welfare” for its implications for workers and their employers.  What, then, explains variation in the level of work support at the state level, and do employers play a role in these policy choices?  This paper focuses on three policies that make up a state’s overall level of work support yet differ in significant ways: Medicaid, state earned income tax credits, and state minimum wages.  In this preliminary analysis, I find that the politics of work support follow a predictable logic but that this is not as simple as it first appears.  Half of the states follow consistent patterns of high or low work support, while the other half offer limited support through an often unpredictable mix of policies.  Regression analysis reveals that overall levels of work support are shaped largely by wealth and partisanship, though when the three policies are disaggregated, income is the only factor that consistently influences work support of all types.  If employers play any role at all, it seems to be negative, which reflects divisions within the business community that are notoriously difficult to overcome.  When isolated, the low-wage firms that are most likely to benefit from work support policies do not seem to be influencing policy choices.  This suggests that historical, institutional, and ideological forces overwhelm the ability of low-wage firms to support government programs (at least on a large scale) even when they are in their material interest, and that policymakers don’t yet believe low-wage employers will mobilize in support of antipoverty programs in the future.             

Introduction and Background
American social policy has undergone a significant programmatic shift in recent decades from providing support for the traditional welfare population to helping low-income workers and their families (Ellwood 1999; Zedlewski et al. 2006).  The shift toward supporting workers, through a new temporary cash assistance program, health coverage, child care subsidies, food stamps, the earned income tax credit, and increased minimum wages, is largely recognized as the inevitable result of a confluence of forces.  The public has long supported welfare programs that encourage the poor to behave responsibly, either through carrots (positive incentives to work) or sticks (strict work requirements).
  The increasingly negative public and elite views of “welfare” (referring largely to Aid to Families with Dependent Children (AFDC)) brought the necessary political urgency.  Add windows of opportunity created by powerful conservative leadership bent on overhauling the entire welfare system and, eventually, a sympathetic moderate Democrat in the White House, and the recipe for significant policy transformation was complete.  
The two antipoverty programs that perhaps best represent this shift are Medicaid and the earned income tax credit (EITC).  These programs, combined with a slew of state minimum wage increases, constitute the bulk of support for low-income workers.  However, they represent very different approaches to the ideal of supporting work through government policy.  The EITC began as a small, virtually invisible federal program in the 1970s and ballooned into the largest national antipoverty program with offshoots in 20 states and the District of Columbia.  Aimed exclusively at low-income workers and their families, the program’s expenses are largely hidden from view in the tax code.  Medicaid, on the other hand, was a traditional Great Society welfare program for the very poor (particularly the poor elderly) that has been transformed over the past two decades through federal legislation that has given states increasing flexibility to design unique programs.  The creation of a Medicaid spinoff for children, CHIP (the Children’s Health Insurance Program), further increased state autonomy over health care and enabled significantly more members of low-income working families to access public health care.  Unlike expenditures made through the tax system, Medicaid’s substantial costs are hard to ignore.  Both earned income credits and Medicaid provide the most substantial benefits for families with children; childless adults can rarely qualify, and those who do receive meager benefits.  Finally, minimum wages are government regulations of the private labor market, and are financed exclusively by the private sector (business and consumers).  The federal minimum was last raised in 1997, to $5.15 an hour, and today is at its lowest real value since 1955 (Bernstein and Shapiro 2006, 1).  As a result, 29 states have set their own minimums higher than the federal.  These are less targeted on the poor than earned income tax credits, but benefit all low-wage workers regardless of family status.         
Thus, despite consensus that supporting work should be the overarching goal of antipoverty programs, there is significant variation in the degree to which this has occurred at the state level.  The objective is to explain this variation.  Which states target workers, and how do they do so?  Are there states that can be considered “work support” states – that is, do the same states have EITCs, target workers through Medicaid, and set their own minimum wages?  Or do states choose one or two policies because of their unique features?  If the patterns are more complex, what determines whether a state will choose an EITC, Medicaid work support, minimum wages, all of the above, or none?  

In order to determine the factors that are most useful in explaining the variation and predicting policy outcomes, I develop measures of work support in each of the three policies (Medicaid, EITCs, and minimum wages), and an additional measure of overall Work Support that combines the three.  These are original datasets that involve coding specific policy features in all fifty states.  A descriptive analysis will examine whether states follow patterns in their work support choices: are there clearly some states that are “high work support states” and others that are “low work support states”?  What patterns do we see in categorizing each state?  

Second, I create four models based on each state’s Work Support scores.  In model 1, the goal is to determine which factors affect overall support for low-income workers.  The other three models disaggregate Work Support to determine what is driving the results.  That is, is there a politics of work support, per se, or are the politics different for each policy?    

The emphasis in all of the models is on an explanatory variable that is little discussed in the welfare policy literature: employers.  The guiding assumption in this paper is that recent policy changes give employers new incentive to be interested in antipoverty policy choices.  For many firms with low-wage employees, public health care programs and wage subsidies allow them to externalize some of their biggest – and growing – labor costs, while reducing demand for higher wages, increasing productivity, and reducing absenteeism.  Costs are dispersed among taxpayers, while benefits are concentrated on workers and low-wage businesses.  Minimum wages, on the other hand, directly impose costs on employers and often force them to reduce employee hours or raise prices.  I call this new system of public benefits for low-wage employees “Wal-Mart Welfare” for its implications for both workers and their employers.  However, not all businesses are affected equally, and not all policies have the same effects, creating multiple sources of variation that are ripe for analysis.  The question is whether and how employers are shaping state choices.         
In this preliminary analysis of current state policy, I find that there is a politics of work support, but that it is actually quite complex.  Half of the states follow consistent patterns and can be considered either High or Low Work Support states.  These states fit into predictable categories: High Work Support states tend to be located in the Northeast, politically liberal, and wealthy.  Low Work Support states are Southern and Western, politically conservative, and generally poorer.  The other 25 states, however, offer Moderate Work Support through a puzzling mix of policy choices.  These states do not fit the typical welfare policy model, and suggest a more complex and subtle decisionmaking process that requires better understanding of the range of viable policy options on the table, the entire span of political debate (from agenda setting to alternative specification), and the particular political groups that were involved in each policy battle.  

   The regression analyses reveal that overall Work Support is largely affected by state wealth and partisanship.  When disaggregated, we find that the role of wealth is strong and consistent regardless of policy differences: states with higher per capita incomes are significantly more likely to enact policies that entail greater work support in Medicaid, more generous EITCs, and higher minimum wages.  However, this was somewhat unexpected, for in theory only EITCs are funded entirely by states.  Medicaid work support involves policy decisions that are – or at least can be – independent of spending, and minimum wages are paid for entirely by businesses and consumers.  
The role of partisanship in Work Support policymaking seems to be largely driven by Medicaid work support and minimum wages, which are significantly more likely to be enacted by Democratic governments.  In both cases, the policies likely suffer from the range of available alternatives, many of which rely on markets to provide support for workers and are thus preferable to conservatives.  As expected, governments of both parties support earned income credits, which is probably best explained by the role of the EITC as an alternative to other large government programs (traditional welfare) and intrusive regulations (minimum wage increases).      

Business power does seem to affect Medicaid policy decisions, which indicates that other accounts of social policymaking ignore employers at their peril.  Overall business political activity, as measured by campaign contributions, is negatively associated with Medicaid work support.  This likely reflects intra-business divisions: only employers with low-wage workers will receive any potential benefit from Medicaid programs that target workers and their families.  To isolate the potential power of this group, I measured the effect of the proportion of large employers that are in low-wage service industries.  Surprisingly, I found no effect.  This could indicate one of three things: that employers are uninterested in Medicaid policy choices beyond spending, that they are interested by are constrained by ideological, historical, and institutional forces, or that policymakers do not yet perceive the connection between business and antipoverty programs in a way that affects their policy decisions.  

Background: The Shift to Work Support in the States    

The new emphasis on work is perhaps least surprising in Medicaid, the public health care program for the poor.  Due to the piecemeal nature of an American health care system that relies largely on public programs for the very poor and employer provision for the middle and upper classes, uninsurance is almost exclusively a problem of lower-income working families.  According to the 2004 Census, 17.8 percent of all adults who worked full time – a total of over 21 million people – were uninsured (DeNavas-Walt et al., table 7).  In 1998, close to half of working poor adults with children were uninsured -- double the percentage of non-working poor parents (Guyer and Mann 1999, 1-2).  Today, the health care issue is coming to a political head.  Rising costs have galvanized everyone from insurers to union workers, and politicians of all stripes have made health care reform a top priority.  

And yet, despite the political salience of the problem, sweeping health care reform at the national level has thus far proven elusive.  The status quo bias in American public policy (the result of institutional fragmentation, competing interest group influence, ideological stalemate, and path dependency, among other things) has led to a disturbing inertia.  The lack of universal health insurance and the failure of the American government to expand the welfare state has been the subject of much social science research.  This focus, however, tends to obscure the changes that have occurred, often below the public radar and without fanfare but with great consequence.  The federal government has made several changes to public health insurance – not inevitable changes that come as a result of demographic shifts, down- or up-turns in the economy, or rising costs, but genuine policy revisions – that have had significant implications for low-income workers.  Just as notably, these changes have led to a second shift in American social policy: devolution of policymaking authority to the states.  States have taken advantage of new flexibility to shape their own programs, leading to significant health policy change – but to varying degrees and with differing priorities.
Until recently, Medicaid was out of reach for many workers because it was closely tied to welfare itself – in fact, virtually the only way to enroll was through enrollment in AFDC.  That Medicaid was out of reach to workers was explicit: households with any adult working more than 100 hours a month were ineligible.  The link with welfare was gradually weakened in the 1980s, first through the extension of Medicaid to children whose parents were not AFDC recipients, and then through the 1988 enactment of Transitional Medicaid Assistance (TMA), which required that states provide 12 months of health coverage to Medicaid recipients whose income increased (usually due to employment) beyond the eligibility ceiling.  But the shift toward support for workers wasn’t fully institutionalized until 1996, when, along with the elimination of the AFDC entitlement and the enactment of stringent new work requirements, Medicaid was officially “delinked” from income assistance.  The Personal Responsibility and Work Opportunity Reconciliation Act required that every state provide Medicaid to all families that met the AFDC guidelines as of July 1996, regardless of whether they were receiving government income support.  States could apply for waivers that allowed for a great deal of experimentation and variation in coverage.    

Initially, the effect of the change was minimal.
  This was the result of both implementation problems (old computer systems, complicated eligibility forms, and lack of awareness about the changes) and reluctance to raise eligibility levels above the extremely low minimums due at least in part to budget deficits in the early 2000s.  In recent years, however, the number of low-income workers and their family members on Medicaid has swelled.  According to a series in USA Today, "The nation has so vastly extended taxpayer-funded Medicaid to the working poor this decade that it has produced the biggest expansion of a government entitlement since the Great Society was launched in the 1960s” (Cauchon 2005).  Moreover, Medicaid expansions and policy changes have been preferred to other policy options as the best ways to reduce the number of working uninsured (Mehren 2006).    

There has been one other crucial series of federal policy changes that have affected the families of low-income workers perhaps more than any other: expanded coverage for children.  The biggest change came in 1997 with the enactment of the Children’s Health Insurance Program (CHIP).  States design their own programs, which can be part of Medicaid or administered separately.
  At the time of the program’s enactment, 10 million children were uninsured, 70 percent of whom were in low-income families.  Again, the working poor constituted the vast majority of this group: 90 percent of uninsured children lived with a parent who worked; fully 75 percent lived with a parent who worked full time ("Special Report: Children Losing Health Coverage" 2002, 1).  Through more comprehensive coverage and outreach, CHIP aimed to provide health insurance for children who fell in the gap between employer-provided insurance and Medicaid.  SCHIP eligibility levels are generally well over those for Medicaid, meaning that many low-income children qualify for public coverage even if their parents do not (Zuckerman and Cook 2006, 1).  SCHIP has been viewed as a great success.  The most recent numbers show that SCHIP has increased the overall insurance rate of children by over 2 percent – a significant feat given that the program has had to offset reductions in employer-provided health coverage (Ibid, 2).
Aggregate statistics, along with a salient need and the almost universal consensus that uninsurance among workers is a moral and social problem, mask what is in reality a great deal of variation at the state level.  Support for workers is only one possible goal; states can prioritize a variety of groups, including the elderly, the disabled, or unemployed single mothers.  Of course, states are constrained by demographics, economic circumstances, and federal legislation that can limit state choices in terms of benefit floors and groups covered.  However, political decisionmakers can affect policy at the margins through setting eligibility levels and enrollment procedures that determine the clientele that will be served (Hanson 1984), and by obtaining waivers that allow significant independence from federal requirements.  And because federal benefit standards are extremely low, states can choose how to allocate their resources; for example, whether to cover the mandated groups at high benefit levels, or to expand access and spread their resources more thinly across a broader range of groups.  As a result, we see significant state variation in policy choices that are partly dependent on temporal and institutional features in the states.  The goal is to explain the conditions under which we see state programs that allow workers and access public health care.     

The earned income tax credit (EITC) differs from Medicaid in that it is more targeted (only workers and their families benefit), it is funded through the tax code (which tends to hide costs), and federal and state programs are entirely separate (states can choose to enact their own EITCs, and fund them almost entirely themselves).  The federal credit had modest beginnings with its quiet enactment in 1975; it wasn’t until major expansions in 1986 and 1993 made the program the largest antipoverty program for the non-elderly that it became a dominant part of the welfare system (Meyer and Holtz-Eakin 2001, 1).  It has grown faster than all other federal antipoverty programs – expenditures nearly tripled from 1990 to 1996, making it a true anomaly in an era of welfare retrenchment (Moffit 2003, 6).  Many of the program’s successes are due to efficiency: it is highly targeted on families that hover just below the poverty line, and is credited with lifting 4 million people out of poverty each year (Okwuje and Johnson 2006, 3).  For tax year 2006, two-parent families with more than one child can still receive a credit with earnings as high as $38,348 a year.  (The credit is miniscule for adults without children, with a maximum benefit of $412.)  Much of its benefit comes from its refundability: even families who have no income tax liability can claim the credit, allowing them to receive an annual refund check worth as much as $4,536 ("EITC Thresholds and Tax Law Updates" 2007).  Participation rates in the EITC are quite high – working families participate in other antipoverty programs at much lower rates (Ellwood 1999; Zedlewski et al. 2006).

The effect on low-income workers is significant and direct.  The EITC is effectively a wage subsidy, paid for by taxpayers, which adds as much as $1 to $2 dollars to a worker’s hourly wage (Shipler 2004, 14).  It also acts as an incentive to work.  A study conducted after the 1990 and 1993 expansions, which substantially increased benefit levels and liberalized eligibility requirements, found that the program significantly increased the marginal return to work for very low income families (Holtzblatt et al. 1994, 591).  The EITC has the most significant positive effect on the labor force participation rates of single mothers, who are most likely to find jobs in the low-wage service industry (Eissa and Liebman 1996).  

Because of its popularity and its bipartisan support, states began to follow the federal model in the 1980s, starting with Rhode Island in 1986 and Maryland in 1987.  Like so many other antipoverty programs, state EITCs were affected by the 1996 welfare reforms, which allowed states to devote part of their TANF allocations toward refundable state earned income tax credits (Schott et al. 1999).  Today, twenty states and the District of Columbia have their own earned income credits, all of which are linked to the federal credit but funded exclusively by states.  They are very simple in practice: in almost all states, the credit is a flat percentage of the credit received from the federal government, ranging from 5 to 50 percent.  This means that the credits are not reliant on a state’s own tax structure, and have increased along with federal increases.  The credits are refundable in 16 states.  Today, these credits can add a significant boost to a low-income worker’s earnings.  However, the variation is significant, both because some states choose not to enact these credits at all and because the credits themselves vary so much in generosity.  The politics behind earned income credits, particularly at the state level, have gone largely unexamined.     
Despite the fact that minimum wages are not generally thought of as welfare policies, they are unquestionably a core element of government support for low-wage workers.  Unlike EITCs and Medicaid, states took the lead in setting minimum wages.  The first state minimum wage was set in Progressive Era Massachusetts in 1912, and applicable only to female workers; over the next decade, 14 other states would follow suit (Skocpol 1992, 401-3).  A federal wage floor didn’t follow until after the Great Depression in 1938.  Today, at $5.15 an hour, it is at its lowest real value in over fifty years.  In the nine years since the last increase, inflation has increased 26 percent (food alone has increased 23 percent), making the purchasing power of the current minimum wage much lower than when it was set in 1997 (Bernstein and Shapiro 2006, 2).  Moreover, even while incomes for most Americans have steadily increased, wages at the lowest skill levels have been on a downward trajectory, largely due to new competition brought on by globalization (Blank 1994, 173; Boushey 2004, 31; Danziger and Weinberg 1994, 50).    
States have responded to the declining value of the federal minimum wage by raising their own minimums.  29 states have set minimum wages above the federal level, six of which were increased in the November 2006 elections.  At $7.93, Washington currently has the highest minimum.  (Unlike the federal minimum, Washington’s wage floor is indexed to inflation.)  Minimum wage increases are highly salient among the public (one Pew Research study found that 83 percent of respondents support an increase (Dimock 2006, 1)).  Many of successful minimum wage increases occur through ballot initiatives (including all six of the November 2006 increases).  The question before us is whether support for low-income workers and their families follows a coherent logic.  What are the patterns behind work support choices, and how can they help us understand contemporary antipoverty policymaking?
Hypotheses: Business Power

This paper is largely motivated by the speculation that the shift toward greater support for workers will likely change the politics behind antipoverty policy choices.  Most importantly, the emphasis on work support will draw different groups into the policy debate.  I am particularly interested in employers, who traditionally have been absent from most aspects of antipoverty policymaking outside of the minimum wage, but now have a material interest in the other choices states are making.  The question is what role do businesses and their political organizations play in state antipoverty choices – does their relative power shape which states will prioritize workers over other low-income residents, or what policies will be chosen? 

Political scientists have long identified the importance of interest groups in policymaking, and much attention has been paid to business groups in particular.  Early pluralist scholars contended that the American system was equally accessible to all interests (Dahl and Lindblom 1953; Dahl 1961); later, elite theorists decried the “privileged position” of business (Dahl and Lindblom 1976, preface; Domhoff 1967, 1983, 1990; Lindblom 1977).
  This privileged position is often assumed to be rooted in business’ disproportionate resources, although this only reflects one type of direct power and requires active involvement to achieve results (this is often referred to as “instrumental power”).  Business dominance can also be the result of structural power that comes from its crucial role in the American economy (Block 1977).  The threat of capital flight – and with it the loss of private investment – can constrain the policy choices available to politicians.  Federalism’s multiple centers of power, each with independent economic regulations and tax policies, gives business this threat of exit.  Most scholars today acknowledge that business power is variable.  Although it is capable of having disproportionate influence on policymaking, this influence is inherently limited both because of heterogeneity in the corporate community that hinders action (Gordon 1994, 20; Mintz 1998, 222) and because of systemic features that allow other groups – and voters – to have voice.  


Only a handful of studies test the impact of business power on state policy outcomes, and the evidence we have is inconclusive.  One study finds that corporate interests depress policy liberalism, which is a composite of five issues (including TANF eligibility and activity requirements) (Gray et al. 2002), while another finds that although business has no effect on policy liberalism, it can affect policies related to the business climate (Witko and Newmark 2005).  Studies have also found that business PAC representation (but not lobbying or concentration of resources in large corporations) is negatively correlated with business taxes (Quinn and Shapiro 1991, 85).  
The literature on business and the welfare state (broadly defined) is actually quite limited.  Discussions of business generally focus on the minimum wage, Social Security, or unemployment insurance, because these are the policies in which employers have historically been involved.  The literature on the New Deal is particularly vibrant, leading to heated debate on the role of employers in the first big bang of social insurance.
  A relatively new area of research attempts to broaden the discussion and specify the conditions under which business would prefer social programs, but it either focuses largely on social insurance programs (Gordon 1994; Berkowitz and McQuaid 1992; Martin 1998, 2000; Levitan and Cooper 1984; Swenson 2004a; Quadagno 1984) or on corporatist institutions that are not applicable to the United States (Estevez-Abe et al. 2001; Manow 2001; Mares 2003).  Few scholars consider the role of business in American means-tested antipoverty programs.  And probably for good reason: antipoverty programs as they have appeared throughout most of the century had little impact on employers.  
The literature on the minimum wage largely tells a story of corporate opposition.
  From the Progressive Era to the current national debate in 2007, employers have rallied against government intrusion in setting wages (Skocpol 1992, 417; Weir 1998, 278).  The most commonly cited reason for opposition is disemployment effects of minimum wage increases, supported by the majority of economics research (though certainly not all).
  Even without negative employment effects, the minimum wage is not a particularly efficient poverty reduction tool, given that the majority of low-wage workers do not live in low-income households (Burkhauser et al. 1996, 65).  Many businessmen believe that they will have to offset increases in wages with one of several equally undesirable options: reduce work hours for current employees, hire fewer employees in the future, or raise prices.  In addition to its economic inefficiencies, businesses also resent the minimum wage on an ideological level.  It represents unacceptable government intrusion into private labor contracts (Levin-Waldman 2001, 1).    
Today, the unified corporate front against minimum wage increases is showing signs of slight fraying.  Wal-Mart’s CEO, Lee Scott, announced that “the federal minimum wage of $5.15 an hour is out of step with the times,” and although the company would not lobby in favor of an increase it would be publicly supportive (Hudson 2006).  More significant perhaps is the large online petition by Business for a Fair Minimum Wage, where the hundreds of signatories (including the CEO of Costco, a competitor to Wal-Mart’s Sam’s Club stores) have indicated their support for a federal minimum wage increase ("Business Owners and Executives for a Higher Minimum Wage").  This kind of support, while notable, is still the exception to the rule, as major business associations continue to publicly voice opposition to increases.  
Likewise, scholars have long acknowledged the role of business in health care.  Health care affects employers quite directly, given the traditional role of employers in insurance provision; just under 60 percent of Americans receive health insurance through employers, although this number is declining (DeNavas-Walt et al. 2005, 21).  However, most analyses examine the role of employers in cost containment (Bergthold 1990; Imershein et al. 1992; Mintz and Palmer 2000); there has been little interest in the role of business in health care access.  This interest has begun to develop in recent years as states consider universal health care options that often impose requirements on employers, but the scholarly literature has little to offer on this political development.  Most analyses lament the surprisingly small role of employers in the health care issue, despite the high stakes and skyrocketing costs (Brown 1993; Gottschalk 2000; Miller 2006; Wagner 2005).  
The scholarly literature on the earned income tax credit is meager outside of the field of economics.  Little is known about the corporate role in the development of the federal EITC, and even less about state credits.  In the only explicit attempt to explain the politics of the federal EITC, Christopher Howard finds no evidence of any interest group involvement, including business (Howard 1997, 46, 72).  
But as the government has expanded the EITC into a substantial wage subsidy and opened Medicaid to more workers and their families, means-tested antipoverty programs have greater relevance for employers, whose wage and benefit strategies are affected by the benefits and subsidies workers already receive.  Social programs for low-wage workers can have very real effects on labor costs.  First, access to Medicaid and earned income credits could reduce worker demand for increased wages and benefits from their employers, particularly at low-wage firms (Marquis 2005, 454).  Even if workers continue to demand greater compensation they may have weakened bargaining power.  This is due to the positive labor market effects of the EITC, which shift the labor supply curve up: more people are willing to work for a given wage.  Low-wage employers gain on two levels: they have a larger pool of potential employees, and face less pressure to pay them higher wages.  Second, employees can opt out of expensive employer benefits when public health care programs are available, a phenomenon known as “crowd-out.”
  The evidence shows that Medicaid expansions have indeed led to some crowd-out in health insurance (Blumberg et al. 2000, 57; Cutler and Gruber 1996; Shore-Sheppard et al. 2000).  Third, greater financial security and physical health for both employees and their families would be expected to increase productivity due to reduced absenteeism and fewer preventable catastrophic illnesses ("Hidden Costs, Value Lost: Uninsurance in America" 2003; Burton et al. 1999; O'Brien 2003).  Finally, government benefits reduce risk for employers, decreasing volatility of labor costs and protecting employers from swings in the cost of health care.
The effects EITCs are not always positive.  In fact, as the federal EITC has grown, recent research has shown two negative labor market effects, both of which are related to the fact that families and individuals in the higher ranges of the EITC receive a much smaller credit (Horrigan and Mincy 1993).  First, it reduces the employment rates of married women, for whom the marginal return to work decreases.  In addition, both men and women in two-earner families may decrease the number of work hours per week in order to qualify for a higher EITC credit (Hotz and Scholz 2003).
  The reduction in benefits once income increases also potentially reduces incentives for training and human capital investment, thereby keeping many of these families in perpetual poverty (Blundell 2000).  These changes have almost certainly contributed to the small decrease in Republican support for the program since the early 1990s (Howard 1997; Ventry 2000).  However, these negative effects are limited to work hours and training; the positive effect on the decision to work has not been called into question.  
Another potential negative effect of these programs for business is that they are both financed with taxes.  The business community’s historical opposition to taxation is often assumed to affect state policy choices by leading to a “race to the bottom” in states that want to create favorable, low-tax business environments (since employers can exercise their exit option if they are unhappy (Hirschman 1970)).  However, Paul E. Peterson (1981) suggested that states create policy with a more nuanced calculation in mind: states try to find a favorable ratio of services to taxes that is most likely to attract business.  This makes sense given that employers benefit from public services that improve quality of life and attract reliable employees.  They particularly benefit from programs such as Medicaid that have diffuse costs (that is, spread over all taxpayers) and concentrated benefits (on low-wage workers and, presumably, their employers).  Most importantly, extending Medicaid benefits to workers does not necessarily entail greater spending.  Instead, it is a matter of prioritization.  Given a particular tax level, employers would almost certainly prefer to devote resources to workers than to other groups.

The most important reason to believe that employers would prefer Medicaid expansions for workers or earned income credits is their role as alternatives to less desirable policies.  In an environment where some relief for low-income workers seems to be a political inevitability, interest groups will choose the least offensive policy solution for fear that a much more costly policy will gain passage.  In the case of health care, many states are considering imposing unfunded employer mandates – where all but the smallest employers will be required to provide health insurance to their employees or contribute to public health care programs.  These mandates are unpopular among employers, and make other viable alternatives to Medicaid coverage for workers, which spread the costs over all taxpayers and concentrate the benefits on workers and their employers, much more appealing.  

The EITC provides an even better example of how its role vis-à-vis another policy can significantly change the debate.  Earned income credits have been championed as substitutes for minimum wage increases, which business organizations have opposed with remarkable consistency.  The EITC, unlike the minimum wage, transfers income to the poor with minimal distortion of work incentives and few efficiency costs (Eissa and Liebman 1996).  Both the U.S. Chamber of Commerce (Howard 1997, 151-2) and the National Federation of Independent Business ("Small Business Policy Guide: The Workforce" 2000, 123; Bounds 2004) have verbalized support for earned income credits, specifically citing their role as a better alternative to minimum wage increases.  In fact, the large expansions in the EITC in 1990 and 1993 occurred in part because of the credible threat of minimum wage increases (Ventry 2000, 37).  It is therefore reasonable to believe that in the current time period, where states are quickly increasing their own minimum wages to make up for the decline in the real value of the federal wage floor, business has been and will continue to be extremely interested in state earned income credits as an alternative.  

Assuming that business had in interest in either Medicaid or the EITC, would it be likely to influence policy?  In general, employers are thought to have greater influence over state policy than federal, due to lower political participation rates among the public, lower salience of policy issues, more corrupt government officials, interstate competition for business investment, and an increase in state governing authority after Reagan’s devolution revolution (Wilson 1985, 41; Gormley 1986, 605).  As a result, business organizations such as the National Federation of Independent Business (NFIB) are working harder than ever to establish a strong presence in state capitals (Pryde 2006).  

But for a number of reasons, business rarely involves itself in most social policy.  This is partly due to the structure of American employer organizations, which are often massive umbrella organizations that represent extremely heterogeneous businesses with divergent interests and political preferences (Spillman and Gao 2005; Gordon 1994, 20; Judis 1995; Martin and Swank 2004; Mintz 1998, 222).  The problems that stem from this heterogeneity are exacerbated by the lack of one large business association that represents the interests of the capitalist class as a unit (as exists in many European countries).  Without a peak organization to force a broader perspective, business is unable to act on the best interests of the greater business community.  Thus, powerful organizations such as the National Federation of Independent Business, the U.S. Chamber of Commerce, and the Business Roundtable practice lowest-common-denominator politics, where they take public stands only on non-contentious issues with unambiguous, short-range effects on the business community (Martin 2000; Mintz and Palmer 2000, 353), and where a small number of powerful businesses can veto ideas that might conflict with their own narrow interests (Jacobs 1998, 69).  Even if there is a majority preference, then, organizations may not act on it.  This is particularly true with respect to social policies (Swenson 2004b, 198).  Not all businesses will be affected equally by Medicaid or EITC expansions: only those employers with low-wage employees will benefit.  And determining the degree to which a business will benefit from complex policy changes has information costs that few employers are willing to pay.  
Second, business organizations have a general anti-government ideological bias that dominates preference formation and presents a significant obstacle to mobilizing support for public programs (Brown 1993; Judis 1995; Vogel 1978; Dunham 2005).  This may be more true in the current political environment than in the past: a group of major business associations are known as the “Gang of Six” for their strong political presence and support for the Bush administration (Birnbaum 2005).
  It is more than just abstract philosophies of government.  A semi-consistent conservative ideology has benefited business, as it gets much of its power and access from its alliance with the Republican party (Jacobs 1998, 69).  Support for social program expansion would violate the tenants on which many of these organizations are based, and would likely antagonize their political allies.  This means that preference intensity would need to be strong and unified, and the stakes would need to be particularly high, in order for business to risk taking such a position.  It is precisely for these reasons that business can rally against minimum wage increases – there is virtual agreement on the issue.  And it is for these reasons that Medicaid and the EITC are unlikely to see business groups expending resources on their behalf: the stakes may be high, but there certainly isn’t universal agreement on the value of social program expansion.  

Finally, business is constrained on social policy issues due to the role of public opinion.  Legislators are motivated by the desire for reelection.  Therefore, if politicians think voters’ preferences will ever bear on particular electoral decisions, they will be less likely to cave to the demands of special interests (Arnold 1990).  This means that interest groups will be influential under certain conditions: specifically, they will have a greater effect when issues are highly complex and aren’t salient to the public or political parties (Gray et al. 2002, 19; Eshbaugh-Soha and Meier 2004, 394; Witko and Newmark 2005; Gormley 1986, 605).  Where minimum wages have increased, it is likely because popular opinion is overwhelmingly in favor of increases.  Health care and earned income credits are somewhat more complicated.  Visible aspects of these programs can be quite salient to the general public, but many of the smaller decisions that determine eligibility and enrollment procedures or affect the tax code occur under the radar and may be too complex to interest the public.  
For all of these reasons, I expect to see very little active lobbying in favor of earned income credits and even less on Medicaid expansion (since Medicaid is more symbolically tied to welfare).  A review of the policy positions of eleven major business organizations confirms that they almost never mention Medicaid, let alone advocate for work support expansions in the program (Kazee 2006).  References to the EITC are generally limited to one sentence hidden in a manifesto against minimum wage increases.  

However, this does not mean that business will be absent from the process.  In fact, quite the contrary.  There is reason to believe that at least some employers would benefit from Medicaid and EITCs, and that for the majority, many of the viable policy alternatives for helping low-income workers and their families will be costly.  In addition, there is evidence that individual employers, when disaggregated from their conservative political organizations, are actually quite willing to support expansions in government programs like Medicaid and SCHIP.  Despite differences in question wording and the characteristics of the employers being surveyed, either a majority or a significant minority of respondents across all surveys indicated strong, consistent support for public program expansion ("Employers Study" 2001, 7; Cantor et al. 1991, 101; Meyer et al. 1996, 6; Silow-Carroll et al. 2001, 56).  Finally, ideology is not as constraining as it seems: historically business has proven quite willing to ignore ideology when government support offers material benefits to specific industries or employers (Hart 2004, 13; Sutton et al. 1956, 192; Weaver 1988, 175).

Given these facts, it is possible that even if employers cannot or choose not to take public positions on an issue, they can still have an indirect effect.  Unless the costs are direct and short-range, business may not mobilize to oppose the policy, leaving the door open for enactment.  There is a great deal of evidence that, at least partly due to business’s structural power, policymakers anticipate business reactions to policies, limiting the menu of viable options to programs that business would potentially support (or at least not oppose) (Arnold 1990; Backrach and Baratz 1970, 26; Bauer et al. 1963, 315; Dahl 1961, 164; Hacker and Pierson 2002, 283).  Structural power can be particularly potent in limiting the range of possible policy options.  Even if business does not get involved with any of the policy options, silence in the business community can send important signals: namely, acquiescence.  Politicians do not want to risk future business opposition, particularly if business organizations are politically powerful in their state, so they will choose welfare state options that are least likely to invite the wrath of employers.  Offering support to low-wage workers through Medicaid or the EITC may be exactly the solution.
The above discussion leads to the following hypotheses.  Overall business power, whether it is conceived of as instrumental power (political activity) or structural power (disproportionate influence due to its critical role in the state economy), will have an ambiguous effect on overall Work Support.  This is because the policies affect employers differentially (minimum wages impose costs while Medicaid work support and EITCs have benefits), and because their effects vary depending on the type of employer (all of the policies affect only businesses with low-wage employees).  When disaggregated, however, I expect to see overall business political activity play a positive role in state EITCs and a negative role in minimum wages, but no role in Medicaid work support.  Due to the lack of consensus and the ambiguous effects of Medicaid, the ideological opposition to “welfare” programs will likely override any benefit low-wage employers would gain from supporting expansions.  However, the business community has taken a strong stand against minimum wage increases in the belief that it negatively affects the entire labor market.  This unification will also affect EITCs, which I hypothesize will be positively influenced by overall business political power.  

Separating the effect of low-wage firms, which have the greatest interest in government programs that subsidize their labor costs, leads to somewhat different hypotheses.  I anticipate that states with a greater proportion of large firms from the low-wage service sector will have more generous Medicaid work support and EITCs.  This hypothesis is not about active political lobbying – it focuses on the potential power of low-wage employers and the assumptions politicians will make about their political preferences.  The effect on minimum wages is still expected to be negative.          

Of course, business power is constrained by the power of competing interest groups (Smith 2000).  In this case, the group most likely to counter business is organized labor, which is known to represent the interests of the working class and has been shown to positively affect state spending (Radcliff and Saiz 1998, 115).  Although labor organizations were initially cool to the idea of minimum wages because they feared this would actually keep wages below market value (Skocpol 1992, 412-13), today they are quite supportive of increases to the minimum.  The political power of labor is likely to have a positive effect on state EITCs and minimum wages. 
There are a few reasons to be hesitant, however, in assuming that labor will advocate for (or tacitly support) expansions in support for workers within Medicaid.  In recent health care battles, labor has supported employer-based policies such as employer mandates, which were once thought to be more feasible than government-funded solutions because they were (wrongly) assumed to have the support of big business (Gottschalk 2000).  In addition, we should be careful about assuming that business and labor will necessarily work at cross purposes.  Most literature takes this class-based perspective, believing that these two groups have mutually exclusive preferences, but it may be more fruitful to consider that business and labor interests – particularly those from the same industries – benefit from many of the same policies (Grier et al. 1994, 921; Swenson 2002, 10).  I argue that Medicaid is one such policy.  However, in order to account for the possibility that business is not the crucial interest group in Medicaid policy, it is important to consider labor’s political activities.  I hypothesize that higher campaign contributions from labor, as an indicator of political power, will lead to higher Medicaid work support.  

Hypotheses: Alternative Variables
The argument is not that interest groups can fully explain policy choices.  Instead, I am hypothesizing that interest groups, particularly employers, have played a significant role that has previously been overlooked.  However, if the goal is to understand policy choices, we must also consider competing hypotheses.  The state welfare policymaking literature suggests a wide variety of other potential explanatory variables, some of which are relevant here.  This literature suffers from three primary limitations.  First, recent studies generally focus on TANF – both because cash assistance is the most obvious choice when considering welfare policy, and because of the methodological advantages of studying fifty brand new programs that were all enacted in the 1990s.   However, TANF is in many ways quite distinct from other antipoverty programs, and it is comparatively small (the EITC has the honor of being the largest in terms of spending (Meyer and Holtz-Eakin 2001, 1)).  A handful of studies examine Medicaid, and virtually no one examines state EITCs or minimum wages.  Second, studies of all social programs tend to use spending as the dependent variable because it is easier to quantify and compare than policy content.  However, expenditures are blunt measures that don’t often capture important differences in policy goals and outcomes.  With Medicaid in particular, costs reveal little about program content.  And content – particularly the program’s redistributive impact – may be a much more accurate predictor of health outcomes (Hanson 1984, 314-15).  Finally, studies of state welfare policymaking generally ignore interest groups.  This is problematic in an era in which antipoverty policies are increasingly likely to have direct material affects on employers.    

Despite these limitations, we can use this literature to theorize about explanatory variables that will affect my three policies.  (Due to the lack of research on state EITCs and minimum wages, hypotheses about these policies will draw from literature on state policymaking on related policies and on examinations of the federal policies.)  The sheer number of potential variables is daunting; this paper will focus on the role played by internal economic and political forces.
  In particular, I include the three variables that either seem to have the strongest theoretical basis for inclusion (state wealth and party control) or that have dominated the recent literature on state welfare policymaking (race).  The question is which of these help to explain our puzzle.  Do other variables have more influence on work support policies than business and labor?  
State Wealth:  States with higher median incomes have a greater tax base from which to finance social programs; available resources limit the range of viable policy options.  For example, more prosperous states have been found to have higher welfare benefits (Peterson and Rom 1989) and public health coverage for workers (Bovbjerg et al. 2002, 237).  State wealth is expected to be positively correlated with Work Support, largely because two of the programs in the measure, EITCs and Medicaid work support, generally involve greater state spending.  Wealth is not expected to affect minimum wages, which require no additional state expenditures.      

Race: Race consistently appears as a determinant of antipoverty policy choices.  The most widely cited recent study is that of Joe Soss and his colleagues (Soss et al. 2001), which found that states where blacks and Latinos made up larger proportions of the AFDC caseload in 1996 adopted tougher TANF policies.  Other studies have confirmed this finding (Fellowes and Rowe 2004, 365; Gais and Weaver 2002, 6), and found that the percentage of blacks in the total population – not just welfare recipients – can lead to less generous AFDC benefits (Howard 1999, 436) and TANF spending (Rodgers and Tedin 2006, 757).  However, these findings may be limited by their focus on traditional income support programs, which have suffered from negative racial stereotypes: many people believe that welfare disproportionately benefits blacks and Latinos (Gilens 1999).  I hypothesize that the percent of non-white residents in the population will not affect overall Work Support, but that it could negatively affect Medicaid work support, which is associated with welfare and likely to suffer from similar negative racial biases.  
Partisanship: Antipoverty programs are ideologically charged, and one indicator of this is the strong relationship between the political preferences of state legislators and antipoverty programs.
  Studies have shown that greater Democratic composition of state legislatures leads to more generous TANF (Fellowes and Rowe 2004), Medicaid (Grogan 1994), and unemployment (Howard 1999, 437) benefits.  Democrats have also proven more willing to tax residents (Quinn and Shapiro 1991, 856).  As liberalism increases (which is related to partisan affiliation but measures intra- as well as inter-party differences), Medicaid spending increases (Barrileaux and Miller 1988, 1098) and TANF programs become less restrictive (Soss et al. 2001).  I hypothesize that Democratic party control will be positively associated with minimum wages, given historical Republican opposition to labor market intervention and Democrats’ alliance with organized labor.
  I expect that Democratic party control will also positively affect Medicaid work support, given the symbolic association with welfare and the market-based alternatives that Republicans will likely prefer.  

However, I do not anticipate that partisanship will affect earned income tax credits.  The federal earned income credit has been characterized by overwhelming bipartisan support, tempered only recently as the credit has become increasingly expensive.
  Despite the fact that it was a means-tested antipoverty program – traditionally the domain of Democrats – the federal EITC received most of its attention under Republican administrations: it was introduced under Nixon, enacted under Ford, first increased dramatically under Reagan (it was the only antipoverty program that Reagan supported) (Levitan et al. 2003, 39), and boosted again in 1990 under George H.W. Bush.  The latest increase came in 1993 under President Clinton (with somewhat diminished Republican support).  Much of its Republican support is due to its role as an alternative not only to minimum wage increases but also to traditional cash assistance (AFDC and TANF), a negative income tax, and government child care.
  
Analysis and Results

There is no available measure of the primary dependent variable, a state’s level of work support.  Therefore, I created a composite of work support measures for the three relevant antipoverty policies that target workers: Medicaid, state EITCs, and state minimum wages.  Each are weighted equally.  The scale ranges from 0 to 45, with an average score of 16.9.  All state scores appear in table 1; details about data and sources appear in the appendix.    
The level of work support in a state’s Medicaid program is quite complicated to measure.  Most analyses use Medicaid spending levels as a measure of program effort.  However, the majority of Medicaid spending goes toward the elderly in long-term care, and to a lesser extent disabled recipients.  I am interested in the policy choices that affect the extent to which workers and their families can access the programs.  In order to measure this, I created a composite of current relevant Medicaid policy features.  All of these are deliberate choices made by states, based on minimum federal requirements.  They indicate whether lawmakers intended for the program to reach workers.  They focus on policies that determine access (and therefore potentially reduce uninsurance levels among workers), not the level of generosity once someone enrolls.  Therefore, it is conceivable that a state that scores low on the scale may reach fewer workers but offer more generous support to them.  The components of the scale include: 1) a measure of eligibility that takes into account the number of hours a parent can work at the poverty wage and still qualify for Medicaid; 2) SCHIP eligibility levels; and 3) a composite measure of the ease of enrollment for someone not enrolled in TANF.  The scale ranges from 0 to 15, with 15 indicating maximum work support.  The mean score is 7.12, with a standard deviation of 2.85. 
The dependent variable in Model 2 is EITC work support.  Again, such a variable has not been quantified before, and I created a composite measure.  The first part of a state’s EITC score is based on whether the state has an EITC or not.  If so, a state receives additional points for refundability (i.e., allowing residents who do not have tax liabilities due to low earnings to claim the credit) and level of generosity.  This scale also ranges from 0 to 15, with 15 indicating the most generous policy.  States with a score of zero have no separate earned income credit.  States without income taxes were assigned the mean value.  (Removing these states from the analysis did not affect the results.)  The mean score is 5.22, with a standard deviation of 5.55.     

Finally, the minimum wage is a straightforward variable indicating a state’s legal minimum wage.  All states with no minimum wage policy or a wage floor equal to the federal minimum were given the same value of $5.15.  The average minimum wage is $6.10 (standard deviation: $0.94).  For inclusion in the Work Support scale, this variable was standardized to a 15-point scale (to match the Medicaid and EITC scales).  
Table 1 demonstrates how the three components of the Work Support scale are related to one another.  Eleven states can be considered “high work support states.”  These states have all three components of a high Work Support score: high Medicaid work support scores, earned income credits, and minimum wages above the federal level.  Fourteen states are “low work support states,” meaning they have low Medicaid work support scores, no earned income credits, and no separate minimum wage.  The other 25 states do not follow these patterns, and utilize some combination of the three policies to support low-income workers.  
To assess explanations for overall levels of state support for workers (model 1), I considered the effect of seven independent variables on the Work Support scale: state per capita income, a score of Democratic control of state government, the percent of non-white residents in the population, the proportion of campaign contributions from business and from labor, the percent of large firms that are in low-wage service industries, and the proportion of total state revenues that come from corporate taxes.  Several other variables, including political culture, unionization rates, and uninsurance rates, were tested and discarded because they were highly correlated with other independent variables and did not affect the results.  The correlation matrix appears in table 2.  Concerns about multicollinearity in the independent variables are minimal.  
The interest group variables merit some explanation.  Interest group power is incredibly difficult to measure.  Campaign contributions are an attempt to capture instrumental power (i.e., power that comes from direct political activity).  The assumption is that in states where business or labor interests contribute a high proportion of campaign funds, these groups will have more power in determining later policy choices.  Admittedly, this is a crude measure that suffers from a problem of endogeneity (it is unclear whether groups contribute funds to maintain and assert their power or to secure power they don’t yet have).  The measure of corporate taxation relative to total state revenue is an attempt to measure structural power.  States that rely a great deal on businesses for revenue will be more attentive to the preferences of employers because the stakes are higher.
The third business measure accounts for the fact that low-wage service industry employers are much more likely to care about Medicaid policy because they will be most affected by policy choices.  In order to measure the dominance of these employers, I include the proportion of large firms (those with more than 1000 employees) that come from the service sector, which is intended to measure potential political power.  Rational policymakers will consider the potential preferences of inattentive groups if they seem at all likely to act in the future (Arnold 1990).  The power of business groups historically, and their willingness to oppose policies they dislike, make them prime candidates for this kind of rational calculation.  Large firms that employ many state residents are expected to have disproportionate power.
  

  Standard OLS regression is used to test my expectations for the determinants of Work Support (see model 1, table 3).  Due to the small sample size and the nature of my dependent variable, the results are expected to be efficient and unbiased but relatively imprecise.  The results are quite clear: two variables seem to affect the level of work support offered in a state.  The most significant variable (at the 1% level) is per capita income.  The relationship between wealth and work support is, as expected, positive: wealthier states have policies that provide more support to workers and their families.  The result is also very significant substantively.  Holding all else equal, a $10,000 increase in per capita income (which ranges from $21,710 to $41,190) would raise the Work Support score by 15 points (roughly 1.5 standard deviations).  

Democratic control of government is also positively associated with Work Support (significant at the 5% level): states with more parts of government controlled by Democrats are more likely to support workers through state policies.  This result is also substantively significant: Moving from unified Republican control (a score of “1”) to unified Democratic control (“4”) would increase the WS score by 9.5 points, just under one standard deviation.  None of the other variables, including those measuring interest group power, were significant even at the 10% level.  
These results beg the question: what is doing the work?  Are all three components of Work Support reliant on income and partisanship?  Or are they driving the results in different ways depending on unique policy features, as I suspect?  The next step is to disaggregate the Work Support measure to determine whether the “politics of work support” is as simple as model 1 makes it appear.  

The regression in model 2 looks at the measure of Medicaid work support alone (table 4).  The results are similar to those of model 1, with two exceptions.  First, although per capita income is still highly significant (a $10,000 increase in income is expected to increase the Medicaid work support score by 3.2 points, on a 15-point scale), party control matters less than in the overall model.  It is only weakly significant (p<.10), though still positively related.  The second difference is that one of the interest group variables is shown to significantly affect Medicaid work support.  The proportion of campaign contributions that come from business is negatively related to Medicaid work support.  A 10 percent decrease in business campaign contributions is predicted to lower the level of support for workers in Medicaid by 1.6 points.  
Table 5 shows regression results for state EITCs.  The findings here reveal something quite different from the previous two models.  Like those analyses, per capita income is positively related to state EITCs at a highly significant level (p<.01).  The effect is substantively greater than for Medicaid work support.  However, as hypothesized, partisanship has no significant effect on the EITC.  In addition, somewhat unexpectedly, race seems to play a role in state EITCs.  An increase in the percent of the population that is non-white decreases the likelihood of having a state EITC and its level of generosity.  The effect is rather small: a 10 percent increase in the minority population will lower the EITC score by 1.2 points (on a 15-point scale).  

Finally, model 4 examines state minimum wages (table 6).  The income pattern continues, with state wealth positively related to state minimum wages at a highly significant level (p<.01).  Partisanship is only weakly related to minimum wages.  In addition, the measure for labor power is weakly significant (p<.10).  As expected, the relationship is positive.  

Discussion
The findings here are expected to be imprecise due to the inherent difficulties in measuring influence and power (as well as the small sample size).  The goal of this paper has been to isolate key relationships and to determine whether theoretical expectations are borne out in the data – and to consider potential explanations when they are not.  
Is there a politics of work support?  There are two ways to answer this question.  First, table 1 shows that some states can be considered High Work Support States, while others are clearly Low Work Support States.  That is, they demonstrate clear patterns in their choices of either supporting or not supporting low-income workers.  That half of the states follow one of these two patterns reveals that all three policies follow broadly similar political logics.  To some extent, states have characteristics that lead them either to use government policy to support workers, or to rely more on markets.  Moreover, the states that fall into these categories would surprise no one.  Vermont, Rhode Island, Massachusetts, New Jersey, and New York are High Work Support states.  In other words, liberal, wealthy, Northeastern states offer generous support for workers.  Meanwhile, North Dakota, Idaho, Louisiana, Kentucky, Mississippi, Alabama and Georgia – Southern and Western states that are generally conservative and poor – are all examples of Low Work Support States.  Many of these are the same states that have offered either high or low levels of traditional welfare support.

However, 25 other states don’t follow these patterns at all.  They demonstrate some commitment to helping low-income workers and their families, but choose one or two of the policies to accomplish this goal.  Arizona, California, Hawaii, Missouri, Ohio, and Pennsylvania have high Medicaid work support and high minimum wages, but no state EITCs.  Indiana, Iowa, Kansas, Nebraska, Oklahoma, and Virginia, meanwhile, rely exclusively on EITCs to serve their low-income workers.  Colorado, North Carolina, and Arkansas rely on higher minimum wages.  New Mexico seems to be the only state to rely exclusively on Medicaid to help its low-income workers and their families.  These patterns are scattered, and demonstrate that work support is a much more complicated concept than model 1 reveals.  Closer analysis, both quantitative and qualitative, is required to understand these choices.  The key at this point is to be aware that many states make choices that cannot be explained simply with conventional political stories of partisanship and wealth.  It is also a warning that the broad strokes of regression analysis will obscure many of these more hidden patterns.  There are a surprisingly large number of states that act as exceptions to the rules.    
The second way to determine whether there is a politics of work support is to isolate relationships through statistical analysis.  Do the same factors affect Work Support overall that affect each individual policy?  One pattern is very clear: state wealth has a highly significant positive effect on all three policies.  Available resources limit states’ policy choices, and certainly affect their ability to provide generous coverage.  The income finding is least surprising with respect to earned income credits, which are fully funded by states, with no federal contribution (unless TANF funds are used).  Perhaps the best evidence that state budgets impinge on a state’s ability to provide these credits is Colorado, which suspended its EITC in 2002 due to budget shortfall (State EITC Online Resource Center).
  Moreover, per capita income is also a measure of need.  Low income indicates a poorer state, and presumably more residents who would qualify for means-tested earned income credits.  The states with the greatest need are the same states with the least capacity to respond, and the task may be too daunting to undertake.     

However, the strong relationship between income and work support programs is not altogether logical.  Some of these policy choices are independent of spending.  Increasing eligibility for workers or easing enrollment in Medicaid and SCHIP may increase costs, but could be offset by cuts in benefits or by restricting eligibility for other groups.  The minimum wage actually costs government nothing, although in reality it often must be paired with tax breaks for small business, particularly in places where Republicans are strong.  That states feel constrained in their ability to provide support to workers, even independent of overall spending, suggests that all policy decisions are still tied to program costs, real or imagined. 
The analysis reveals that the other factors are much less universal.  The other significant variable in the overall work support analysis is Democratic Party control.  It appears that this is driven by Medicaid work support and minimum wages, though only weakly by either.  It is not at all surprising that minimum wages are shaped by party control – it is perhaps only surprising that the relationship wasn’t stronger.  And that partisanship did not affect EITC policies is equally predictable, given the bipartisan support they have seen at both the state and federal levels.  
The partisan finding for Medicaid is less obvious, given the bipartisan rhetoric on rewarding work, particularly where children are concerned.  Perhaps this is the result of symbolism: Medicaid is still regarded as a welfare program, and Republicans may balk at expansion of any large government spending program.  This is likely to be exacerbated by the types of alternative policies that are currently on the policy agenda.  Republicans are likely to prefer programs that involve partial privatization or tax provisions to expansion of government programs.  It could also be related to framing: some elements of the Medicaid work support scale, such as eligibility levels, might appear to be indicators of program size and generosity rather than avenues for workers and their families to access health insurance.  In order to determine why conservatives do not encourage work support through Medicaid, it would be necessary to know more about how policy alternatives are presented and discussed in state legislative battles.  

Race is significantly related to only one policy of the three: earned income credits, which are negatively affected by the proportion of state residents who are non-white.  This is a highly surprising outcome, given that EITCs have not been racially charged policies.  It may be an artifact of geography: a large number of Midwestern states, which are overwhelmingly white, have enacted generous EITCs, while few Southern states have.  That race doesn’t seem to affect Medicaid or minimum wage policies, however, is quite meaningful for what it says about the welfare state on the whole and the utility of studies that focus exclusively on TANF.  These studies have highlighted race as the key to welfare policymaking, which follows from earlier findings in the literature linking race to the rising unpopularity of AFDC.  But most antipoverty policies are not as racially loaded as TANF or AFDC.  What we learn from the analysis at hand is that the focus on TANF and traditional income support is probably too narrow to form conclusions about the American welfare state.  
The interest group variables are somewhat more complicated.  The first observation is that one interest group measure was found to be significantly related to policy outcomes (and another, labor campaign contributions, was weakly significant in one case), which demonstrates that in ignoring employers, other analyses are incomplete.  Business political influence, and to a lesser extent, labor political influence, seems to affect state legislators’ policy decisions.  

Nevertheless, the interest group variables proved unable to explain a significant amount of the variation between states, and not all of the predicted relationships appear to be true.  The one exception on both counts is business political influence, which negatively affects Medicaid work support.  This is in line with my hypothesis that the larger business community would not unite behind Medicaid increases, since only low-wage businesses benefit (and even this is not widely recognized).  For all but low-wage firms, Medicaid expansion is probably inherently undesirable on a symbolic level, even if it doesn’t increase taxes.  Policymakers have no reason to expect the larger business community, particularly those members who are already politically active, to support the expansion of Medicaid to workers, either now or in the future.    

This makes the findings about the role of the percent of low-wage employees in the workforce puzzling, for this measure does begin to separate businesses by their likely interest in the program.  The dominance of low-wage service firms in a state’s economy is taken as a measure of potential low-wage business power.  Therefore, this measure is not about political power that is being actively exercised by business, but rather about politicians who will no doubt anticipate the future reactions of important groups.  Knowing that low-wage employers are powerful in their states’ economies could affect their policy choices.  That this does not seem to be the case could be because policymakers do not yet perceive a link between employers and work support.  Perhaps it is too soon; politicians may not yet anticipate that latent employers will develop an interest in these choices in the future.  Given the recent attention to Wal-Mart, and the unquestioned assumption that Medicaid benefits the retail giant, this lack of awareness may be short-lived.  The interesting question is whether new awareness about the relevance of Medicaid work support to low-wage employers will lead to positive or negative influence on work support policy choices.  Will material benefit win out over ideological alliance with Republicans, organizational constraints, and potential negative reputational effects?  Will policymakers in the future associate business silence with acquiescence or disinterest?  Will they anticipate employer support for or opposition to future expansions to workers?
I expected to see relationships between employers and the other two programs, state EITCs and minimum wages.  It is perhaps most surprising that business seems to have no effect on minimum wage policies, given that business groups so openly oppose increases.  This may reflect less business unification on the issue than has been mythologized.  It could also indicate that public support for minimum wage increases has simply outweighed interest group preferences.  My hypothesis about earned income credits was linked to minimum wages: business groups would support EITCs because they opposed minimum wage increases.  But if the latter has no effect, the former may become irrelevant.    

Aside from the findings (or non-findings) on race, the Medicaid results suggest that the program is still largely associated with traditional welfare policies.  Despite significant changes in the type of recipients who benefit – from politically unpopular AFDC recipients to highly sympathetic low-income workers and their families – and despite the fact that work support is not necessarily related to spending, Medicaid is still a large government program.  This ties its fortunes to state wealth, partisanship, and conservative employers in very conventional ways.  Moreover, it represents something that few businesses of any type would support, even though many of them would actually have reason to celebrate specific expansionary policies that would allow their own employees to access public health care.  Part of the problem is that eligibility and enrollment decisions – which make up the measure of work support, and have substantial consequences for workers – are not explicitly work related.  That leaves it to state-level actors to determine whether they are viewed as such in legislative and public debates.  All indications are that this is not yet happening.  
What the statistical analyses tell us is that income and party variables are so strongly related to policy choices that they overwhelm interest group activity.  However, there are several reasons to believe limitations in the analyses are obscuring a more significant role for interest groups.  That is, under certain conditions, interest groups may be quite important to policy choices.  First of all, half of the states follow very consistent patterns of either high or low work support.  These states, which fit into quite neat categories based on wealth and partisanship, are likely driving many of the findings.  The policy decisions in the other 25 states are less consistent and may muddy the waters in the regression analysis.  

Second, the particular measures of interest group power are quite crude, and may not adequately capture the political role of employers or labor organizations.  It may only take one particularly powerful employer (or one powerful legislator aligned with a particular group) to affect policy outcomes.  The measures also do not capture the political power or economic dominance of small businesses and their representative organizations.  Small businesses may have a particularly strong effect on minimum wage legislation.  Future iterations of the research will attempt to separate employers by their likely interests.  

Third, and perhaps most importantly, many policy choices depend on the particular legislative context in which decisions are being made, and are highly individual.  The measures in this paper only consider positive policy choices, and cannot capture more hidden (but equally important) stages of the policymaking process such as agenda setting and alternative specification.  Why, for example, do some states include work support on the political agenda and others do not?  What role do interest groups play in this stage of the process that we might not see in final legislative decisions?  What are the viable alternatives in a particular state’s debate, and how do they affect groups relative to one another?  Finally, in looking at each policy in isolation we know nothing about the larger political battles that took place.  Were compromises made?  Did legislators bargain for concessions that appeased powerful interest groups?  These are questions that cannot be answered numerically and require delving into the politics on a case by case basis.
There is a politics of work support, but attributing policy choices to income and party control is a shallow conclusion indeed.  Moving forward, the key will be to identify more specifically the conditions under which interest groups, in addition to other economic and socioeconomic factors, will affect policy choices, and how these variables change roles depending on the features of each policy.  Using work support rather than expenditures as the object of interest reflects both the realities of contemporary social policy and the importance of divergent state priorities.  There is an underlying logic to policymaking in the age of Wal-Mart Welfare that merits uncovering.  
Appendix: Data Measures and Sources

Dependent Variables:

Work Support scale: A composite scale that adds together scores for Medicaid work support, state EITCs, and state minimum wages.  Medicaid and EITC are measured using the 0-15 point scales below.  In order to weight each policy equally, minimum wages are standardized on a 15-point scale (mean: 4.6; standard deviation: 4.79).  Possible points range from 0 to 45, but the actual minimum is 4 and the actual maximum is 38.  Mean: 16.902; standard deviation: 9.93.
Medicaid work support scale: A composite measure of Medicaid policy indicators, designed to score each state’s Medicaid program on the degree to which it is currently intended to target low-income workers.  The range of possible scores is 0-15.  Mean: 7.12; standard deviation: 2.85.  The measure includes three indicators, each of which is scored on a 0 to 5 point scale.     

· Eligibility for working adults: The number of hours per week a parent could work at the poverty wage ($6.38/hr) and still qualify for Medicaid.  Ranges from 9.2 hours (Alabama) to 133.5 (Minnesota).  Scored 0 if below 20 hours per week, 1 if 20-39.9 hours, 2 if 40-60 hours, 3 if 60-80 hours, 4 if 80-100 hours, and 5 if above 100 hours.  Author’s calculations based on the 2005 annual income limit for working parents, from www.statehealthfacts.org. 

· Eligibility for children: 2005 SCHIP eligibility level as a percent of the federal poverty level (FPL).  This includes the highest eligibility level from a separate SCHIP program or Medicaid for children (some states do not have separate SCHIP programs).  Ranges from 140% (North Dakota) to 400% (Massachusetts).  200% is the standard.  Scored 0 if 150% or below, 1 if 151-185%, 2 if 200%, 3 if 201-235%, 4 if 236-300%, 5 if above 300%.  From Ross and Cox (2005), table 1.

· Ease of enrolling if not on cash assistance: A composite measure of five enrollment procedures, all of which are dichotomous variables indicating whether or not a state uses a simplified enrollment procedure.  Historically enrollment was limited to AFDC recipients, few of whom worked.  TANF recipients are still automatically enrolled, while low-income workers must often enroll on their own.  This measure indicates the extent to which states have de-linked their Medicaid programs from traditional welfare and made enrollment feasible for low-income residents who are not otherwise affiliated with the welfare system.  Possible scores range from 0 to 5 (the lowest actual score is 0.5).  Only includes procedures for parental enrollment, since almost every state has simplified enrollment procedures for children.  The enrollment procedures are the following:

· Whether a face-to-face interview is required.  38 states have eliminated the requirement for parents.  Scored 0 if it is required, and1 if not.  2005 data from Ross and Cox, table 8.

· Whether an asset test is required.  25 states have eliminated asset tests for parents.  Scored 0 if required, 0.5 if required but asset test is above $5000 (considered a very high level), and 1 if not required.  2005 data from Ross and Cox, table 8.

· Whether renewal is required more than once a year.  40 states have eliminated this requirement for parents.  Scored 0 if renewal required more than once a year, and 1 if not.  2005 data from Ross and Cox, table 9.

· Whether family applications are available.  This enables parents and children to apply on the same application.  27 states have made them available.  Scored 0 if unavailable, and 1 if available.  2005 data from Ross and Cox, table 8.  

· Whether the 100-hour rule is in effect for two-parent families.  This rule made families in which a parent worked more than 100 hours ineligible for Medicaid.  As of 1998, states can elect to drop this rule; 34 states have done so.  Scored 0 if rule is in effect, 0.5 if rule is in effect for only some families, and 1 if not.  2005 data from the State Policy Documentation Project, available online at http://www.spdp.org/medicaid/table_7.htm.   

EITC work support scale: This is a composite scale that takes into account both the existence and generosity of a state’s earned income tax credit.  A score of zero indicates that the state does not have an EITC.  States without income taxes are assigned the mean score.  (Dropping these states from the analysis does not affect the results.)  All data come from the State EITC Online Resource Center (available online at www.stateeitc.com).  Mean: 5.22; standard deviation: 5.55.  The measure includes three components, each of which is worth up to 5 points.

· Existence of a state EITC: States receive 5 points for having an EITC.  20 states have credits.
· Whether the EITC is refundable: Refundable tax credits are available to residents who have no tax liability.  Their credit is issued in the form of a refund check.  16 states have refundable credits.

· Credit generosity: This is a five point scale measuring the generosity of the credit, which ranges from 5% to 50% of the federal EITC.  (It is a flat percentage of the credit received from the federal government and is not affected by state tax levels.)  Scored 1 if 5% or less; 2 if 6-10%; 3 if 11-20%; 4 if 21-30%; and 5 if greater than 30%.  
Minimum Wage: Measures the state minimum wage, which is separate from the federal minimum wage.  29 states have minimum wages above the federal level of $5.15.  All other states are assigned a value of $5.15, whether they have enacted their own legislation or are merely subject to the federal minimum.  Values include only the minimum wage as of January 2007.  States that have voted to increase their minimum wages at a future date are not included since the federal minimum could possibly increase in the near future, which would raise the level in all states (some more than others, depending on the nature of state legislation).  All data come from the U.S. Department of Labor (available online at http://www.dol.gov/esa/minwage/america.htm). Mean: $6.06; standard deviation: $0.94.
Independent Variables:

Most independent variables are calculated as the average of three data points: 1986, 1996, and 2004.  Specific years used vary depending on data availability.  The first state EITC was enacted in 1986, and all current state Medicaid policies and minimum wages were enacted in the years following this.  The averages are taken to account for change over time and lags in time between the phenomena measured and policy changes.  They also minimize one-year spikes in the data.  

Per capita income: Average of 1986, 1996 and 2005 state per capita income (all adjusted to constant 2005 dollars using BLS calculator, available online at http://data.bls.gov/cgi-bin/cpicalc.pl).  From the Bureau of Economic Analysis, Regional Economic Accounts (available online at http://bea.gov/bea/regional/spi/default.cfm?satable=SA30).  In the analysis, income is computed in thousands.  Mean: $29,373; standard deviation: $4,151.  
Party control: A 4-point scale that measures the level of Democratic control of state government, created by Robert D. Brown (1995, 29).  Higher scores indicate more Democratic control:
· 1: complete Republican control
· 2: Democrats controls one house of the legislature or the governorship

· 3: Democrats control both houses or one house and the governorship

· 4: complete Democratic control

I averaged the party control scores over multiple election years (1986, 1988, 1990, 1992, 1994, 1996, 1998, 2000, 2002, and 2004).  This measure was chosen over other measures of party strength (such as the proportion of Democratic legislators) because controlling an additional branch of government is more important for policy passage than having a greater majority within one branch.  Also, this measure takes into account the governorship, which can be important for setting the agenda or shaping legislative debates through veto threats.  Data are from The Book of the States, various years.  Mean: 2.63; standard deviation: 0.76. 
Percent non-white: Total percent of the population that was non-white.  Subtracted percent of white, non-Hispanic citizens from 100.  Average of three years: 1990, 1996, and 2004 (earlier data not available online).  1990 and 1996 data from Population Estimates Program, US Census, calculated from table (available online at http://www.jointcenter.org/databank/databank/stateleveldata/By_race/1996.txt and http://jointcenter.org/databank/databank/stateleveldata/By_race/july_1990.txt ); 2004 data from American Community Survey, US Census (available online at http://www.statemaster.com/graph/peo_per_of_peo_who_are_whi_alo_not_his_or_lat-white-alone-not-hispanic-latino).  Mean: 21.66%; standard deviation: 14.28%.
Business and labor campaign contributions: Percentage of total contributions that came from PACs and individuals affiliated with business or labor.  Business percentage includes general business; finance, insurance, and real estate; agriculture; transportation; construction; health; and communications and electronics.  Data are the average percentage from 1996 and 2004 (or nearest year available).  The average of two years minimizes one year spikes in contributions.  Earlier data are not available online.  Calculated from data from the Institute on Money in State Politics (available online at www.followthemoney.org).  Mean (business): 20.31%; standard deviation: 6.16%.  Mean (labor): 3.53%; standard deviation: 2.32%.


Percent of large employers that are in low-wage service industries: The percent of employers with more than 1000 employees that are in low-wage service sector industries.  Includes two industry categories: retail trade, and accommodation and food services.  Measures the number of potentially powerful political actors.  From the average of 1998 and 2004, from County Business Patterns data (available online at http://www.census.gov/epcd/cbp/view/cbpview.html).  Earlier years are not available online.  Mean: 3.97%; standard deviation: 9.77. 
Proportion of state revenue that comes from corporate taxes: The percent of state general revenue that comes from corporation net income within a given year.  Includes the average of three years: 1986, 1996, and 2003 (the most recent year available).  From The Book of the States, various years.  Mean: 3.10%; standard deviation: 1.66%.   
Table 1.  State scores on the Work Support Scale
	STATE
	Work Support Score
	Medicaid WS
	EITC
	Minimum Wage

	VERMONT
	38
	High
	Yes
	$7.53

	RHODE ISLAND
	35.5
	High
	Yes
	$7.40

	MASSACHUSETTS
	35
	High
	Yes
	$6.95

	NEW JERSEY
	35
	High
	Yes
	$7.15

	NEW YORK
	34.5
	High
	Yes
	$7.15

	OREGON
	33
	Low
	Yes
	$7.80

	WASHINGTON
	29.2
	High
	N/A*
	$7.93

	MINNESOTA
	28.5
	High
	Yes
	$5.25

	ILLINOIS
	28
	High
	Yes
	$6.50

	MICHIGAN
	28
	Low
	Yes
	$7.15

	WISCONSIN
	28
	High
	Yes
	$6.50

	CONNECTICUT
	25
	High
	No
	$7.65

	DELAWARE
	23
	High
	Yes
	$6.65

	MARYLAND
	23
	Low
	Yes
	$6.15

	MAINE
	22
	High
	Yes
	$6.75

	KANSAS
	20
	Low
	Yes
	$5.15

	CALIFORNIA
	19.5
	High
	No
	$7.50

	ALASKA
	19.2
	Low
	N/A
	$7.15

	ARIZONA
	19
	High
	No
	$6.75

	HAWAII
	18
	High
	No
	$7.25

	FLORIDA
	17.2
	Low
	N/A
	$6.67

	OHIO
	17
	High
	No
	$6.85

	NEVADA
	16.2
	Low
	N/A
	$6.15

	INDIANA
	16
	Low
	Yes
	$5.15

	MISSOURI
	16
	High
	No
	$6.50

	OKLAHOMA
	16
	Low
	Yes
	$5.15

	COLORADO
	15
	Low
	No
	$6.85

	NEBRASKA
	14.5
	Low
	Yes
	$5.15

	IOWA
	14
	Low
	Yes
	$5.15

	VIRGINIA
	14
	Low
	Yes
	$5.15

	PENNSYLVANIA
	13
	High
	No
	$6.25

	WYOMING
	12.2
	Low
	N/A
	$5.15

	NEW HAMPSHIRE
	11.2
	Low
	N/A
	$5.15

	TENNESSEE
	9.2
	Low
	N/A
	$5.15

	NEW MEXICO
	9
	High
	No
	$5.15

	NORTH CAROLINA
	9
	Low
	No
	$6.15

	TEXAS
	8.2
	Low
	N/A
	$5.15

	ARKANSAS
	8
	Low
	No
	$6.25

	MONTANA
	8
	Low
	No
	$6.15

	SOUTH CAROLINA
	7
	Low
	No
	$5.15

	ALABAMA
	6
	Low
	No
	$5.15

	GEORGIA
	6
	Low
	No
	$5.15

	MISSISSIPPI
	6
	Low
	No
	$5.15

	SOUTH DAKOTA
	6
	Low
	No
	$5.15

	UTAH
	6
	Low
	No
	$5.15

	KENTUCKY
	5
	Low
	No
	$5.15

	LOUISIANA
	5
	Low
	No
	$5.15

	WEST VIRGINIA
	5
	Low
	No
	$5.85

	IDAHO
	4
	Low
	No
	$5.15

	NORTH DAKOTA
	4
	Low
	No
	$5.15

	* "N/A" indicates that the state has no income tax

	Shading indicates that a state has been designated either a High Work Support State or a Low Work Support State.


Table 2.  Correlation matrix
	 
	Work Support 
	Medicaid Work Support
	EITC Work Support
	Minimum Wage
	Per capita income
	Democratic control
	Percent nonwhite
	Business campaign contri-butions
	Labor campaign contri-butions
	Large low-wage firms
	State revenues from business

	Work Support 
	1.0000
	
	
	
	
	
	
	
	
	
	 

	Medicaid Work Support
	0.7466
	1.0000
	
	
	
	
	
	
	
	
	 

	EITC Work Support
	0.7613
	0.3641
	1.0000
	
	
	
	
	
	
	
	 

	Minimum Wage
	0.7456
	0.5244
	0.2078
	1.0000
	
	
	
	
	
	
	 

	Per capita income
	0.6716
	0.5516
	0.4720
	0.5201
	1.0000
	
	
	
	
	
	 

	Democratic control
	0.0558
	0.0550
	-0.0062
	0.1077
	-0.0806
	1.0000
	
	
	
	
	 

	Percent nonwhite
	-0.0510
	0.0495
	-0.2123
	0.1225
	0.0950
	0.3893
	1.0000
	
	
	
	 

	Business campaign contributions
	-0.2675
	-0.3192
	-0.1899
	-0.1369
	-0.1918
	0.3560
	0.3354
	1.0000
	
	
	 

	Labor campaign contributions
	0.2395
	0.0998
	0.1872
	0.2239
	0.2202
	-0.1245
	-0.1591
	0.1012
	1.0000
	
	 

	Large low-wage firms
	-0.0295
	0.0057
	-0.0552
	0.0227
	0.0309
	0.0875
	0.2205
	0.2856
	0.0311
	1.0000
	 

	State revenues from business
	0.2557
	0.2347
	0.1711
	0.2054
	0.3820
	-0.1251
	-0.0947
	-0.1228
	0.1033
	-0.2891
	1.0000


Table 3.  Model 1: Determinants of state Work Support
	 
	Model 1: Work Support

	 
	OLS     N=50

	 
	Adjusted R2 = 0.454

	 
	Expected Direction
	Coef. (s.e.)

	Per capita income (in thousands)
	+
	1.516 (0.299)***

	Democratic control
	+/-
	3.166 (1.570)**

	Percent non-white 
	+/-
	-0.081 (0.086)

	Business campaign contributions
	+/-
	-0.339 (0.205)

	Labor campaign contributions
	+
	0.570 (0.489)

	Percent large low-wage employers
	+
	0.010 (0.120)

	State revenues from business
	+/-
	-0.023 (0.729)

	Constant
	 
	-29.302 (9.716)

	Note: The significance of Democratic control, percent non-white, business campaign contributions, and state revenues from business are tested against a two-sided alternative.  All other variables are tested against a one-sided alternative.

	***p<.01; **p<.05; *p<.10
	
	


Table 4.  Determinants of Medicaid work support

	 
	Model 2: Medicaid Work Support

	 
	OLS     N=50

	 
	Adjusted R2 = 0.295

	 
	Expected Direction
	Coef. (s.e.)

	Per capita income (in thousands)
	+
	0.318 (0.098)***

	Democratic control
	+
	0.773 (0.513)*

	Percent non-white 
	-
	0.007 (0.028)

	Business campaign contributions
	+/-
	-0.156 (0.067)**

	Labor campaign contributions
	+
	0.067 (0.160)

	Percent large low-wage employers
	+
	0.023 (0.039)

	State revenues from business
	+/-
	0.108 (0.238)

	Constant
	 
	-1.896 (3.174)

	Note: The significance of business campaign contributions and state revenues from business are tested against a two-sided alternative.  All other variables are tested against a one-sided alternative.

	***p<.01; **p<.05; *p<.10
	
	


Table 5.  Determinants of EITC work support

	 
	Model 3: State EITCs

	 
	OLS     N=50

	 
	Adjusted R2 = 0.318

	 
	Expected Direction
	Coef. (s.e.)

	Per capita income (in thousands)
	+
	0.679 (0.202)***

	Democratic control
	+/-
	1.288 (1.058)

	Percent non-white 
	+/-
	-0.116 (0.057)**

	Business campaign contributions
	+
	-0.056 (0.138)

	Labor campaign contributions
	+
	0.147 (0.329)

	Percent large low-wage employers
	+
	-0.011 (0.081)

	State revenues from business
	+
	-0.163 (0.491)

	Constant
	 
	-14.443 (6.549)

	Note: The significance of Democratic control and percent non-white are tested against a two-sided alternative.  All other variables are tested against a one-sided alternative.

	***p<.01; **p<.05; *p<.10
	
	


Table 6.  Determinants of state minimum wages
	 
	Model 4: State Minimum Wages

	 
	OLS     N=50

	 
	Adjusted R2 = 0.221

	 
	Expected Direction
	Coef. (s.e.)

	Per capita income (in thousands)
	+/-
	0.100 (0.034)***

	Democratic control
	+
	0.242 (0.178)*

	Percent non-white 
	+/-
	0.006 (.010)

	Business campaign contributions
	-
	-0.027 (0.023)

	Labor campaign contributions
	+
	0.073 (0.055)*

	Percent large low-wage employers
	-
	0.003 (0.014)

	State revenues from business
	+/-
	0.022 (0.083)

	Constant
	 
	2.605 (1.103)

	Note: The significance of per capita income, percent non-white, and state revenues from business are tested against a two-sided alternative.  All other variables are tested against a one-sided alternative.

	***p<.01; **p<.05; *p<.10
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� Most studies of public health care include CHIP under the Medicaid heading.  Note that CHIP is the federal program; SCHIP (State Children’s Health Insurance Programs) refers to the individual state programs.


� In perhaps the strongest sign that pluralism’s star faded, Robert Dahl and Charles Lindblom changed their original view in favor of a structuralist interpretation of business’s privileged position in politics.


� Although most evidence points to the active opposition of business to social programs, this is not without controversy, particularly with respect to New Deal programs.  The power balance argument suggests that business weakness in the 1930s provided the window of opportunity to enact policies to which most employers were opposed – what little influence business had was used to dilute and weaken legislation � ADDIN EN.CITE <EndNote><Cite><Author>Berkowitz</Author><Year>1992</Year><RecNum>226</RecNum><record><rec-number>226</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Berkowitz, Edward D.</author><author>McQuaid, Kim</author></authors></contributors><titles><title>Creating the Welfare State: The Political Economy of 20th Century Reform, Revised Edition</title></titles><keywords><keyword>welfare capitalism</keyword><keyword>history of welfare state</keyword><keyword>New Deal</keyword><keyword>business power</keyword></keywords><dates><year>1992</year></dates><pub-location>Lawrence, KA</pub-location><publisher>University Press of Kansas</publisher><urls></urls></record></Cite><Cite><Author>Edsall</Author><Year>1984</Year><RecNum>217</RecNum><record><rec-number>217</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Edsall, Thomas Byrne</author></authors></contributors><titles><title>The New Politics of Inequality</title></titles><keywords><keyword>business power</keyword><keyword>inequality</keyword></keywords><dates><year>1984</year></dates><pub-location>New York, NY</pub-location><publisher>W.W. Norton and Company</publisher><urls></urls></record></Cite><Cite><Author>Hacker</Author><Year>2002</Year><RecNum>147</RecNum><record><rec-number>147</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Hacker, Jacob S.</author><author>Pierson, Paul</author></authors></contributors><titles><title>Business Power and Social Policy: Employers and the Formation of the American Welfare State</title><secondary-title>Politics and Society</secondary-title></titles><periodical><full-title>Politics and Society</full-title></periodical><pages>277-325</pages><volume>30</volume><number>2</number><keywords><keyword>american welfare state</keyword><keyword>business political activity</keyword><keyword>structural power</keyword><keyword>instrumental power</keyword><keyword>New Deal</keyword><keyword>institutions</keyword></keywords><dates><year>2002</year><pub-dates><date>June</date></pub-dates></dates><urls></urls></record></Cite><Cite><Author>Hacker</Author><Year>2004</Year><RecNum>227</RecNum><record><rec-number>227</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Hacker, Jacob S.</author><author>Pierson, Paul</author></authors></contributors><titles><title><style face="normal" font="default" size="100%">Varieties of Capitalist Interests </style><style face="italic" font="default" size="100%">and </style><style face="normal" font="default" size="100%">Capitalist Power: A Response to Swenson</style></title><secondary-title>Studies in American Political Development</secondary-title></titles><periodical><full-title>Studies in American Political Development</full-title></periodical><pages>186-195</pages><volume>18</volume><number>Fall</number><keywords><keyword>New Deal</keyword><keyword>business power</keyword></keywords><dates><year>2004</year></dates><urls></urls></record></Cite><Cite><Author>Vogel</Author><Year>1978</Year><RecNum>219</RecNum><Suffix>, 72</Suffix><record><rec-number>219</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Vogel, David</author></authors></contributors><titles><title>Why Businessmen Distrust Their State: The Political Consciousness of American Corporate Executives</title><secondary-title>British Journal of Political Science</secondary-title></titles><periodical><full-title>British Journal of Political Science</full-title></periodical><pages>45-78</pages><volume>8</volume><number>1</number><keywords><keyword>business power</keyword><keyword>business preferences</keyword><keyword>anti-government ideology</keyword></keywords><dates><year>1978</year><pub-dates><date>January</date></pub-dates></dates><urls></urls></record></Cite></EndNote>�(Berkowitz and McQuaid 1992; Edsall 1984; Hacker and Pierson 2002, 2004; Vogel 1978, 72)�.  However, scholars who focus on interest alignment argue that business continued to exert political influence during the New Deal, albeit less directly than before or after, and that employers were not uniformly opposed to the new social programs � ADDIN EN.CITE <EndNote><Cite><Author>Gordon</Author><Year>1994</Year><RecNum>222</RecNum><record><rec-number>222</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Gordon, Colin</author></authors></contributors><titles><title>New Deals: Business, Labor, and Politics in America, 1920-1935</title></titles><keywords><keyword>New Deal</keyword><keyword>business power</keyword><keyword>labor power</keyword><keyword>welfare capitalism</keyword></keywords><dates><year>1994</year></dates><pub-location>Cambridge, UK</pub-location><publisher>Cambridge University Press</publisher><urls></urls></record></Cite><Cite><Author>Quadagno</Author><Year>1984</Year><RecNum>98</RecNum><record><rec-number>98</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Jill S. Quadagno</author></authors></contributors><titles><title>Welfare Capitalism and the Social Security Act of 1935</title><secondary-title>American Sociological Review</secondary-title></titles><periodical><full-title>American Sociological Review</full-title></periodical><pages>623-647</pages><volume>49</volume><number>5</number><keywords><keyword>Social Security</keyword><keyword>history of business power</keyword><keyword>unemployment</keyword><keyword>minimum wage</keyword><keyword>structural power</keyword><keyword>instrumental power</keyword><keyword>welfare capitalism</keyword></keywords><dates><year>1984</year><pub-dates><date>October</date></pub-dates></dates><urls></urls></record></Cite><Cite><Author>Swenson</Author><Year>2004</Year><RecNum>229</RecNum><record><rec-number>229</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Swenson, Peter A.</author></authors></contributors><titles><title>Varieties of Capitalist Interests: Power, Institutions, and the Regulatory Welfare State in the United States and Sweden</title><secondary-title>Studies in American Political Development</secondary-title></titles><periodical><full-title>Studies in American Political Development</full-title></periodical><pages>1-29</pages><volume>18</volume><number>Spring</number><keywords><keyword>New Deal</keyword><keyword>welfare capitalism</keyword><keyword>business power</keyword><keyword>european welfare state</keyword></keywords><dates><year>2004</year></dates><urls></urls></record></Cite><Cite><Author>Swenson</Author><Year>2002</Year><RecNum>228</RecNum><record><rec-number>228</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Swenson, Peter A.</author></authors></contributors><titles><title>Capitalists Against Markets: The Making of Labor Markets and Welfare States in the United States and Sweden</title></titles><keywords><keyword>european welfare state</keyword><keyword>New Deal</keyword><keyword>business power</keyword><keyword>anticipated reactions</keyword><keyword>Minimum wage</keyword></keywords><dates><year>2002</year></dates><pub-location>Oxford, UK</pub-location><publisher>Oxford University Press</publisher><urls></urls></record></Cite></EndNote>�(Gordon 1994; Quadagno 1984; Swenson 2004a, 2002)�.
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� A recent review of the vast and inconclusive literature on the effects of increases in the minimum wage found that the majority of the studies – and almost all of the most credible ones – have found at least small disemployment effects, particularly for low-skilled workers � ADDIN EN.CITE <EndNote><Cite><Author>Neumark</Author><Year>2006</Year><RecNum>310</RecNum><record><rec-number>310</rec-number><ref-type name="Generic">13</ref-type><contributors><authors><author>Neumark, David</author><author>Wascher, William</author></authors></contributors><titles><title>Minimum Wages and Employment: A Review of Evidence from the New Minimum Wage Research</title></titles><volume>Working Paper 12663</volume><keywords><keyword>Minimum wage</keyword></keywords><dates><year>2006</year><pub-dates><date>November</date></pub-dates></dates><pub-location>Cambridge, MA</pub-location><publisher>National Bureau of Economic Research</publisher><urls><related-urls><url>http://www.nber.org/papers/w12663</url></related-urls></urls></record></Cite></EndNote>�(Neumark and Wascher 2006)�.  However, a small but prominent series of studies have challenged this dominant belief with evidence from the fast food industry (see, for example, Card and Krueger (1995)).  In 2006, over 650 economists signed a petition stating their support for modest minimum wage increases at both the federal and state levels, which would “significantly improve the lives of low-income workers and their families, without the adverse effects that critics have claimed” (the petition is available online a � HYPERLINK "http://www.epi.org/minwage/epi_minimum_wage_2006.pdf" ��http://www.epi.org/minwage/epi_minimum_wage_2006.pdf�).  





� The question that arises here is whether employers’ labor costs will decrease if they reduce spending on benefits, or whether these costs will be shifted to wages.  Business is likely to reap at least short-term gains because an individual employee who opts out of employer-based insurance will not see a corresponding increase in wages.  That is, total compensation for the employee will decrease.  In the long term, however, most economic models assume that market forces are likely to bring total compensation back to equilibrium levels, with no change in labor costs regardless of the distribution between wages and benefits.  These economic assumptions are not universally accepted � ADDIN EN.CITE <EndNote><Cite><Author>O&apos;Brien</Author><Year>2003</Year><RecNum>94</RecNum><record><rec-number>94</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Ellen O&apos;Brien</author></authors></contributors><titles><title>Employers&apos; Benefits from Workers&apos; Health Insurance</title><secondary-title>Milbank Quarterly</secondary-title></titles><periodical><full-title>Milbank Quarterly</full-title></periodical><volume>81</volume><number>1</number><keywords><keyword>employer health insurance</keyword><keyword>Productivity</keyword></keywords><dates><year>2003</year></dates><urls></urls></record></Cite></EndNote>�(O'Brien 2003)�, and most importantly do not resonate with business managers, who believe quite strongly that their labor costs will decrease if they spend less on health care � ADDIN EN.CITE <EndNote><Cite><Author>Pauly</Author><Year>1997</Year><RecNum>96</RecNum><record><rec-number>96</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Mark V. Pauly</author></authors></contributors><titles><title>Health Benefits at Work: An Economic and Political Analysis of Employment-Based Health Insurance</title></titles><keywords><keyword>employer health insurance</keyword><keyword>health care</keyword><keyword>wages</keyword><keyword>economic theory</keyword></keywords><dates><year>1997</year></dates><pub-location>Ann Arbor, MI</pub-location><publisher>The University of Michigan Press</publisher><urls></urls></record></Cite></EndNote>�(Pauly 1997)�.  
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� The Gang of Six includes the Business Roundtable (BRT), the National Association of Manufacturers (NAM), the National Restaurant Association (NRA), the National Federation of Independent Business (NFIB), and the National Association of Wholesaler Distributors (NAW).  


� Another body of literature focuses on the effect of policy choices in other states.  Diffusion arguments, as these are called, often rely on two somewhat distinct concepts, economic competition and political learning, to explain why policy choices in one state affect neighboring states.  This literature is almost entirely separate from studies of internal forces due to the complexities of merging two different types of statistical analysis (see Berry � ADDIN EN.CITE <EndNote><Cite ExcludeAuth="1"><Author>Berry</Author><Year>1994</Year><RecNum>118</RecNum><record><rec-number>118</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Berry, Frances Stokes</author></authors></contributors><titles><title>Sizing Up State Policy Innovation Research</title><secondary-title>Policy Studies Journal</secondary-title></titles><periodical><full-title>Policy Studies Journal</full-title></periodical><pages>442-456</pages><volume>22</volume><number>3</number><keywords><keyword>Methodology</keyword><keyword>State policymaking</keyword><keyword>policy innovation</keyword><keyword>diffusion</keyword></keywords><dates><year>1994</year></dates><urls></urls></record></Cite></EndNote>�(1994)� for an exception).  For my purposes there are additional difficulties in obtaining information about exactly when each feature of Medicaid policies were adopted.


� Ideology among the electorate has also been shown to affect policy choices, both in general � ADDIN EN.CITE <EndNote><Cite><Author>McIver</Author><Year>2001</Year><RecNum>245</RecNum><record><rec-number>245</rec-number><ref-type name="Conference Paper">47</ref-type><contributors><authors><author>McIver, John P.</author><author>Erikson, Robert S.</author><author>Wright, Gerald C.</author></authors></contributors><titles><title>Public Opinion and Public Policy in Temporal Perspective: A View from the States</title><secondary-title>Annual Meeting of the Midwest Political Science Association</secondary-title></titles><keywords><keyword>Public opinion</keyword><keyword>State policymaking</keyword><keyword>unemployment insurance</keyword><keyword>AFDC</keyword></keywords><dates><year>2001</year><pub-dates><date>April 19-22</date></pub-dates></dates><pub-location>Chicago, IL</pub-location><urls></urls></record></Cite></EndNote>�(McIver et al. 2001)� and with respect to welfare policies � ADDIN EN.CITE <EndNote><Cite><Author>Fellowes</Author><Year>2004</Year><RecNum>121</RecNum><Suffix>, 365</Suffix><record><rec-number>121</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Fellowes, Matthew C.</author><author>Rowe, Gretchen</author></authors></contributors><titles><title>Politics and the New American Welfare States</title><secondary-title>American Journal of Political Science</secondary-title></titles><periodical><full-title>American Journal of Political Science</full-title></periodical><pages>362-373</pages><volume>48</volume><number>2</number><keywords><keyword>State policymaking</keyword><keyword>welfare reform</keyword></keywords><dates><year>2004</year><pub-dates><date>April</date></pub-dates></dates><urls></urls></record></Cite><Cite><Author>Gais</Author><Year>2002</Year><RecNum>123</RecNum><Suffix>, 5-6</Suffix><record><rec-number>123</rec-number><ref-type name="Generic">13</ref-type><contributors><authors><author>Gais, Thomas</author><author>Weaver, R. Kent</author></authors></contributors><titles><title>State Policy Choices Under Welfare Reform</title></titles><volume>Policy Brief No. 21</volume><keywords><keyword>welfare reform</keyword><keyword>state policymaking</keyword></keywords><dates><year>2002</year><pub-dates><date>April</date></pub-dates></dates><pub-location>Washington, D.C.</pub-location><publisher>The Brookings Institution</publisher><urls></urls></record></Cite></EndNote>�(Fellowes and Rowe 2004, 365; Gais and Weaver 2002, 5-6)�, but the effect is indirect.  That is, policy reflects the preferences of the public because electorates choose representatives that mirror their own ideological preferences.  


� Republicans can split on minimum wage increases, and bipartisan support is possible.  However, Republican support generally depends on legislation that pairs minimum wage increases with other tax cuts and benefits for small businesses � ADDIN EN.CITE <EndNote><Cite><Author>Weir</Author><Year>1998</Year><RecNum>345</RecNum><Suffix>, 275, 295</Suffix><record><rec-number>345</rec-number><ref-type name="Book Section">5</ref-type><contributors><authors><author>Weir, Margaret</author></authors></contributors><titles><title>Wages and Jobs: What is the Public Role?</title><secondary-title>The Social Divide: Political Parties and the Future of Activist Government</secondary-title></titles><keywords><keyword>Clinton administration</keyword><keyword>wages</keyword><keyword>Minimum wage</keyword><keyword>business power</keyword><keyword>Business Roundtable</keyword></keywords><dates><year>1998</year></dates><pub-location>Washington, DC</pub-location><publisher>Brookings Institution Press</publisher><urls></urls></record></Cite></EndNote>�(Weir 1998, 275, 295)�.     


� Even most conservative economists support the EITC.  See, for example, Gary Becker’s 1996 Business Week editorial � ADDIN EN.CITE <EndNote><Cite><Author>Becker</Author><Year>1996</Year><RecNum>286</RecNum><record><rec-number>286</rec-number><ref-type name="Newspaper Article">23</ref-type><contributors><authors><author>Becker, Gary S.</author></authors></contributors><titles><title>How to End Welfare &quot;As We Know It&quot; -- Fast</title><secondary-title>Business Week</secondary-title></titles><section>Editorial</section><keywords><keyword>EITC</keyword><keyword>ideology</keyword><keyword>Minimum wage</keyword><keyword>welfare</keyword></keywords><dates><year>1996</year><pub-dates><date>June 3</date></pub-dates></dates><urls></urls></record></Cite></EndNote>�(Becker 1996)�.


� Both traditional cash assistance and negative income taxes are believed to act as work disincentives.  The EITC emerged in 1975 as both a way to reduce welfare dependency � ADDIN EN.CITE <EndNote><Cite><Author>Howard</Author><Year>1997</Year><RecNum>328</RecNum><Suffix>, 71</Suffix><record><rec-number>328</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Howard, Christopher</author></authors></contributors><titles><title>The Hidden Welfare State: Tax Expenditures and Social Policy in the United States</title></titles><keywords><keyword>EITC</keyword><keyword>tax expenditures</keyword></keywords><dates><year>1997</year></dates><pub-location>Princeton, NJ</pub-location><publisher>Princeton University Press</publisher><urls></urls></record></Cite></EndNote>�(Howard 1997, 71)� and an alternative to Nixon’s negative income tax proposal (part of his Family Assistance Plan).  The EITC has also become an alternative to public child care � ADDIN EN.CITE <EndNote><Cite><Author>Weaver</Author><Year>2000</Year><RecNum>205</RecNum><Suffix>, 80</Suffix><record><rec-number>205</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Weaver, R. Kent</author></authors></contributors><titles><title>Ending Welfare as We Know It</title></titles><keywords><keyword>AFDC</keyword><keyword>welfare reform</keyword><keyword>TANF</keyword><keyword>EITC</keyword><keyword>Public opinion</keyword><keyword>Policymaking</keyword><keyword>welfare to work</keyword><keyword>child care</keyword><keyword>interest groups</keyword></keywords><dates><year>2000</year></dates><pub-location>Washington, D.C.</pub-location><publisher>Brookings Institution Press</publisher><urls></urls></record></Cite><Cite><Author>Howard</Author><Year>1997</Year><RecNum>328</RecNum><record><rec-number>328</rec-number><ref-type name="Book">6</ref-type><contributors><authors><author>Howard, Christopher</author></authors></contributors><titles><title>The Hidden Welfare State: Tax Expenditures and Social Policy in the United States</title></titles><keywords><keyword>EITC</keyword><keyword>tax expenditures</keyword></keywords><dates><year>1997</year></dates><pub-location>Princeton, NJ</pub-location><publisher>Princeton University Press</publisher><urls></urls></record></Cite></EndNote>�(Weaver 2000, 80; Howard 1997)�.  Non-specific tax credits, as opposed to government-run daycares or child care vouchers, are popular among conservatives because they allow parents to choose their preferred type of child care, they don’t discriminate against mothers who choose to stay home with their children, and they don’t directly involve government in child care provision.


� All of the measures are somewhat problematic (though in different ways).  Future iterations of the research will attempt to minimize these weaknesses by testing a range of other variables, including: lobbying registration; resource allocation to state chapters of powerful groups such as the NFIB and AFL-CIO; corporate sponsored PAC contributions; corporate integration; geographic concentration.  I will also eventually include a measure of Wal-Mart’s power at the state level.  


� Colorado is subject to a Taxpayer’s Bill of Rights (TABOR) statute, which requires balanced budgets.  
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