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		This paper develops an Asymmetric Nash Equilibrium model of welfare provision by states when the benefit payment is a local public good and welfare recipients distribute themselves between states with a finite elasticity (through a logistic function). The model thus provides estimates of how the degree of benefit underprovision varies with the recipient migration elasticity. The model also shows how demand differences across states (taxpayer resources, state size, "generosity") should generate positive correlations between benefits and number of recipients, while supply shifters (state poverty rates) should generate negative correlations between benefits and recipients.    

The model's reduced form predictions are closely matched empirically, when examining the pattern of welfare benefits and recipients across states. These results are strong enought to suggest estimating structural supply and demand elasticities. These turn out to be high enough so that simulated solutions to the model generate considerable welfare underprovision and thus raise concern about a race to the bottom with decentralized control over AFDC.   
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