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CASELOAD DECLINE
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uring the past three years, national 
caseloads in the Temporary Assistance 
to Needy Families (TANF) program 

have fallen by 37 percent. Welfare rolls in the 
TANF program (formerly called Aid to Fami-
lies with Dependent Children, or AFDC) 
dropped from 4.73 million families in June 
1995 to 2.98 million in June 1998.1 However, 
the overall national decline masks enormous 
variation in reductions among the states, rang-
ing from an 84 percent drop in caseload in 
Wisconsin to a 7.4 percent increase in Hawaii.

Considerable debate has emerged concern-
ing the causes of the large-scale caseload 
decline, with some analysts arguing that 
declines are driven by policy changes and 
others favoring strong economic growth as the 
principal factor. This CDA analysis examines 
the factors behind the wide variation in declin-
ing state TANF program participation.

We find that differences in state welfare
policies—specifically stringent sanctions and 
immediate work requirements—are highly 

associated with rapid rates of caseload decline. 
By contrast, the relative vigor of state econo-
mies, as measured by unemployment rates, has 
no statistically significant effect on caseload 
decline. Indeed, states with higher caseload 
reductions, on average, had slightly higher 
unemployment rates.

Many analysts express concern that large 
declines in welfare dependence may lead to 
large increases in child poverty. However, the 
data show that the decline in the national 
AFDC/TANF caseload has not resulted in an 
increase in child poverty. When the Earned 
Income Tax Credit, food stamps, and other 
means-tested benefits are counted as income, 
the child poverty rate now stands at 13.8 
percent, the lowest rate since 1980.2

ANALYSIS OF CASELOAD 
REDUCTION

To analyze caseload reduction, we began by 
assigning states to four different categories 

1. Data from U.S. Department of Health and Human Services, Administration for Children and Families, at 
http://www.acf.dhhs.gov.

2. U.S. Bureau of the Census, Poverty in the United States: 1997, Current Population Report Series P60-201 
(Washington, D.C.: U.S. Government Printing Office, 1998), p. 25. The 13.8 percent figure is based on Cen-
sus Bureau income definition #14, which includes the Earned Income Tax Credit, food stamps, medical ben-
efits, and other non-cash aid as income while subtracting state and federal taxes. Consistent poverty rate 
figures that include the effects of non-cash benefits are not available before 1979; earlier rates must be esti-
mated. If the more common definition of income, measuring only cash, is used, the child poverty rate also 
shows a notable decline in recent years, with the latest figure at 19.9 percent.
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Table 1 B1275

Sanction Type

Alabama Delayed full-check sanction No 4.7% 40.2%
Alaska Weak Sanction No 7.3% 17.5%
Arizona Delayed full-check sanction No 4.5% 34.2%
Arkansas Initial full-check sanction No 5.3% 40.0%
California Weak Sanction Yes 6.2% 17.9%
Colorado Delayed full-check sanction No 3.2% 36.6%
Connecticut Delayed full-check sanction No 4.7% 26.9%
Delaware Delayed full-check sanction Yes 3.9% 33.1%
District of Columbia Weak Sanction No 8.2% 17.4%
Florida Initial full-check sanction Yes 4.7% 45.8%
Georgia Initial full-check sanction No 4.4% 39.4%
Hawaii Weak Sanction No 6.2% -9.8%
Idaho Initial full-check sanction Yes 5.2% 77.5%
Illinois Delayed full-check sanction No 4.6% 20.1%
Indiana Weak Sanction No 3.4% 16.2%
Iowa Delayed full-check sanction No 3.0% 16.1%
Kansas Initial full-check sanction No 3.7% 40.4%
Kentucky Weak Sanction No 5.0% 25.9%
Louisiana Delayed full-check sanction No 5.8% 19.6%
Maine Weak Sanction No 5.0% 19.8%
Maryland Delayed full-check sanction No 4.9% 25.5%
Massachusetts Delayed full-check sanction No 3.8% 18.4%
Michigan Delayed full-check sanction No 4.1% 25.8%
Minnesota Weak Sanction No 3.1% 10.7%
Mississippi Initial full-check sanction No 5.6% 48.9%
Missouri Weak Sanction No 4.2% 24.3%
Montana Weak Sanction No 5.4% 18.8%
Nebraska Initial full-check sanction No 2.4% 1.6%
Nevada Delayed full-check sanction No 4.3% 15.6%
New Hampshire Delayed full-check sanction No 3.0% 26.2%
New Jersey Delayed full-check sanction No 5.1% 25.1%
New Mexico Delayed full-check sanction No 6.3% 24.3%
New York Weak Sanction No 6.2% 17.4%
North Carolina Weak Sanction Yes 3.6% 34.2%
North Dakota Delayed full-check sanction No 2.4% 27.4%
Ohio Initial full-check sanction No 4.4% 31.9%
Oklahoma Initial full-check sanction No 4.0% 32.3%
Oregon Delayed full-check sanction No 5.6% 29.0%
Pennsylvania Weak Sanction No 5.0% 24.2%
Rhode Island Weak Sanction No 5.1% 5.2%
South Carolina Initial full-check sanction No 4.1% 37.1%
South Dakota Delayed full-check sanction No 2.9% 29.7%
Tennessee Initial full-check sanction Yes 5.1% 23.4%
Texas Moderate sanction No 5.2% 42.0%
Utah Moderate sanction Yes 3.1% 18.4%
Vermont Weak Sanction No 3.8% 15.2%
Virginia Initial full-check sanction No 3.7% 27.1%
Washington Weak Sanction No 4.6% 21.9%
West Virginia Delayed full-check sanction No 6.7% 63.6%
Wisconsin Initial full-check sanction Yes 3.4% 74.3%
Wyoming Initial full-check sanction No 4.8% 66.1%

Immediate 
Work 

Requirement
Unemployment 

Rate 
Caseload 
Reduction

S t a t e  V a r i a b l e s :  J a n u a r y  1 9 9 7 � J u n e  1 9 9 8

Sources: Vee Burke and Melinda Gish, Welfare Reform: Work Trigger Time Limits, Exemptions and Sanctions Under TANF,
   Congressional Research Service, 98-697 EPW, August 6, 1998. Caseload data from U.S. Department of Health and Human Services, 
   Administration for Children and Families, http://www.acf.dhhs.gov. Unemployment data from U.S. Bureau of Labor Statistics, 
   http://stats.bls.gov/datahome.htm.
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based on their sanctioning proce-
dure:3

1. IInitial full-check sanction—
States that have the option of 
sanctioning the entire TANF 
check at the first instance of 
non-performance of or non-
compliance with required 
work or other activities.

2. DDelayed full-check sanc-
tion—States that generally 
have a sequence of progres-
sively more severe sanctions. 
But these states will sanction 
the full TANF check only 
after a number of months of 
non-compliance or repeated 
performance infractions.

3. MModerate sanction—States 
that may sanction more than 
a third of the TANF check or 
the full check in certain circumstances.

4. WWeak sanction—States that sanction only the 
adult portion of the TANF check, except in 
unusual circumstances. This enables recipients 
to retain the bulk of their TANF benefits even 
if they fail to perform workfare or other 
required activities.

Chart 1 provides preliminary data on the effect 
of sanctioning on recent caseload decline. States 
with initial full-check sanctioning had an average 
caseload decline of 41.8 percent over the 18-
month period between January 1997 and June 
1998. By contrast, states with delayed full-check 
sanctions had an average caseload decline of 28.3 
percent, while states with weak sanctions had a 
decline of only 17.3 percent during the same 
period.

Next, we analyzed the state’s timing of work 
requirements, or the “work trigger time limit.” The 

national TANF law requires all recipients to engage 
in work, as defined by the state, after 24 months 
on the rolls. However, many states require loosely 
defined “work activities” at an earlier date. To
measure the variation, we created a second 
variable called the iimmediate work requirement. 
States with an immediate work requirement for-
mally require “work activity” upon enrollment.

These welfare policy variables are quite broad; 
within each category, there is considerable varia-
tion in actual program operation. More detailed 
information, which would allow the policy catego-
ries to match the specifics of program operation 
more closely, undoubtedly would enhance the 
predictive capacity of these variables.

State Data

Table 1 summarizes the information for the 50 
states and the District of Columbia regarding type 
of sanction, timing of formal work requirements, 

3. Data on state welfare policies taken from Vee Burke and Melinda Gish, Welfare Reform: Work Trigger Time Limits, 
Exemptions and Sanctions Under TANF, Congressional Research Service, 98-697 EPW, August 6, 1998.

Chart 1 B1275
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Sources: Welfare policy variables based on data from Vee Burke and Melinda Gish, Welfare Reform: Work 
   Trigger Time Limits, Exemptions and Sanctions Under TANF, Congressional Research Service, 98-697
   EPW, August 6, 1998. Caseload data from U.S. Department of Health and Human Services, Administration 
   for Children and Families, http://www.acf.dhhs.gov.

Average Caseload Reduction
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Table 2 B1275

Rank Rank Description Sanction Type

Idaho1 Highly Successful Initial full-check sanction 77.5% 5.2%
Wisconsin2 Highly Successful Initial full-check sanction 74.3% 3.4%
Wyoming3 Highly Successful Initial full-check sanction 66.1% 4.8%
West Virginia4 Highly Successful Delayed full-check sanction 63.6% 6.7%
Mississippi5 Highly Successful Initial full-check sanction 48.9% 5.6%
Florida6 Highly Successful Initial full-check sanction 45.8% 4.7%
Texas7 Highly Successful Moderate sanction 42.0% 5.2%
Kansas8 Highly Successful Initial full-check sanction 40.4% 3.7%
Alabama9 Highly Successful Delayed full-check sanction 40.2% 4.7%
Arkansas10 Highly Successful Initial full-check sanction 40.0% 5.3%
Georgia11 Above Average Initial full-check sanction 39.4% 4.4%
South Carolina12 Above Average Initial full-check sanction 37.1% 4.1%
Colorado13 Above Average Delayed full-check sanction 36.6% 3.2%
Arizona14 Above Average Delayed full-check sanction 34.2% 4.5%
North Carolina15 Above Average Weak Sanction 34.2% 3.6%
Delaware16 Above Average Delayed full-check sanction 33.1% 3.9%
Oklahoma17 Above Average Initial full-check sanction 32.3% 4.0%
Ohio18 Above Average Initial full-check sanction 31.9% 4.4%
South Dakota19 Above Average Delayed full-check sanction 29.7% 2.9%
Oregon20 Above Average Delayed full-check sanction 29.0% 5.6%
North Dakota21 Average Delayed full-check sanction 27.4% 2.4%
Virginia22 Average Initial full-check sanction 27.1% 3.7%
Connecticut23 Average Delayed full-check sanction 26.9% 4.7%
New Hampshire24 Average Delayed full-check sanction 26.2% 3.0%
Kentucky25 Average Weak Sanction 25.9% 5.0%
Michigan26 Average Delayed full-check sanction 25.8% 4.1%
Maryland27 Average Delayed full-check sanction 25.5% 4.9%
New Jersey28 Average Delayed full-check sanction 25.1% 5.1%
Missouri29 Average Weak Sanction 24.3% 4.2%
New Mexico30 Average Delayed full-check sanction 24.3% 6.3%
Pennsylvania31 Below Average Weak Sanction 24.2% 5.0%
Tennessee32 Below Average Initial full-check sanction 23.4% 5.1%
Washington33 Below Average Weak Sanction 21.9% 4.6%
Illinois34 Below Average Delayed full-check sanction 20.1% 4.6%
Maine35 Below Average Weak Sanction 19.8% 5.0%
Louisiana36 Below Average Delayed full-check sanction 19.6% 5.8%
Montana37 Below Average Weak Sanction 18.8% 5.4%
Massachusetts38 Below Average Delayed full-check sanction 18.4% 3.8%
Utah39 Below Average Moderate sanction 18.4% 3.1%
California40 Below Average Weak Sanction 17.9% 6.2%
Alaska41 Poor Weak Sanction 17.5% 7.3%
New York42 Poor Weak Sanction 17.4% 6.2%
District of Columbia43 Poor Weak Sanction 17.4% 8.2%
Indiana44 Poor Weak Sanction 16.2% 3.4%
Iowa45 Poor Delayed full-check sanction 16.1% 3.0%
Nevada46 Poor Delayed full-check sanction 15.6% 4.3%
Vermont47 Poor Weak Sanction 15.2% 3.8%
Minnesota48 Poor Weak Sanction 10.7% 3.1%
Rhode Island49 Poor Weak Sanction 5.2% 5.1%
Nebraska50 Poor Initial full-check sanction 1.6% 2.4%
Hawaii51 Poor Weak Sanction -9.8% 6.2%

Caseload 
Reduction

Unemployment 
Rate 

S t a t e  C a s e l o a d  R e d u c t i o n  a n d  W o r k  S a n c t i o n s :  J a n u a r y  1 9 9 7 � J u n e  1 9 9 8

Sources: Vee Burke and Melinda Gish, Welfare Reform: Work Trigger Time Limits, Exemptions and Sanctions Under TANF,
   Congressional Research Service, 98-697 EPW, August 6, 1998. Caseload data from U.S. Department of Health and Human Services, 
   Administration for Children and Families, http://www.acf.dhhs.gov. Unemployment data from U.S. Bureau of Labor Statistics, 
   http://stats.bls.gov/datahome.htm.
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Table 3 B1275

0.013 0.496** -0.016 0.019 -0.468** 0.314*

0.013 -0.135 -0.134 -0.079 0.302* -0.070

18-Month Caseload 
Reduction 

18-Month 
Unemployment Rate 

18-Month 
Caseload 
Reduction 

18-Month 
Unemployment 

Rate
Initial Full 
Sanction

Delayed 
Full 

Sanction
Moderate 
Sanction

Weak 
Sanction

Immediate 
Work 

Requirement

B i v a r i a t e  C o r r e l a t i o n s :  J a n u a r y  1 9 9 7 � J u n e  1 9 9 8

Notes:  *Correlation is significant at the 0.05 level (2-tailed).
          **Correlation is significant at the 0.01 level (2-tailed).
             N=51.

Sources: Welfare policy variables based on data from Vee Burke and Melinda Gish, Welfare Reform: Work Trigger 
   Time Limits, Exemptions and Sanctions Under TANF, Congressional Research Service, 98-697 EPW, August 6, 1998. 
   Caseload data from U.S. Department of Health and Human Services, Administration for Children and Families, 
   http://www.acf.dhhs.gov. Unemployment data from U.S. Bureau of Labor Statistics, http://stats.bls.gov/datahome.htm.

average unemployment 
rate, and percentage of 
caseload decline during 
the 18-month period.

Table 2 ranks the 50 
states and the District of 
Columbia according to 
caseload decline between 
January 1997 and June 
1998, and notes their 
type of work sanction. 
The states are grouped 
into five categories of 
caseload decline:

• HHighly Successful–
The 10 states with the 
highest levels of caseload reduction, ranked #1 
through #10.

• AAbove Average–The 10 states with the next 
highest levels of caseload reduction, ranked 
#11 through #20.

• AAverage–The middle group of 10 states, 
ranked #21 trough #30.

• BBelow Average–The next lowest 10 states, 
ranked #31 through #40.

• PPoor–The 11 jurisdictions that have the lowest 
rate of caseload decline (10 states plus the 
District of Columbia), ranked #41 through 
#51.

Two relationships in Table 2 are quite apparent. 
The first is the clustering of states with initial full-
check sanctions in the top two groups, “Highly 
Successful” and “Above Average.” The second, an 
even more obvious relationship, is the clustering 
of states with weak sanctions (affecting only the 
adult portion of the check) into the bottom or 
“Poor” performance category. The table reveals no 
clear linkage between unemployment rates and 
caseload decline.

Bivariate Correlations of Economic, 
Caseload, and Policy Variables

We began our statistical analysis by examining 
simple bivariate correlations between economic, 
policy, and caseload variables as shown in Table 3.

The first important piece of information 
obtained from this analysis is the lack of strong 
correlation between caseload decline and unem-
ployment; the weak correlation that does exist 
(.013) is actually the reverse of the expected asso-
ciation. The correlation shows that states with 
higher rates of caseload reduction in general actu-
ally had higher rates of unemployment than less 
successful states.

Substantial positive correlations are shown 
between caseload reduction and initial full-check 
sanctions (.496) and immediate work require-
ments (.314). By contrast, there is a strong nega-
tive relationship (-0.468) between weak sanctions 
and caseload reduction: States with lenient sanc-
tions have less caseload decline. Finally, there is a 
positive correlation (.302) between a state having a 
weak sanction and higher unemployment. 

Regression Analysis

To complete the assessment, we performed a 
regression analysis to estimate the magnitude of 



6

THE HERITAGE CENTER FOR DATA ANALYSIS

the effect of policy and eco-
nomic variables on caseload 
decline. The dependent vari-
able is the percentage case-
load decline over 18 months. 
The independent variables 
are initial full-check sanction, 
delayed full-check sanction, 
moderate sanction, weak 
sanction, immediate work 
requirement, and average 
state unemployment during 
the 18-month period.4

Table 4 summarizes the 
results of the regression. The 
independent variables of 
initial full-check sanction, 
delayed full-check sanction, 
and immediate work require-
ments were shown to have a 
strong and statistically signifi-
cant effect on caseload reduc-
tion. By contrast, 
unemployment had a weak 
and statistically insignificant 
effect on caseload reduction. 
The sign of the unemploy-
ment variable was the oppo-
site of the expected direction, 
indicating that—as stated 
previously—states with 
higher caseload reduction, on 
average, had slightly higher unemployment rates 
than states with lower caseload reductions.5 The R 
Square of the regression is .410, indicating that the 
model is able to explain about 40 percent of the 
variation in state caseload decline.6

The coefficient figures in Table 4 show the effect 
of the policy variables when compared with the 
default condition that represents a state with weak 
sanctions and no immediate work requirement. 
The analysis shows that:

4. Initial full-check sanction, delayed full-check sanction, moderate sanction, and immediate work requirements were 
each entered as dichotomous dummy variables. The unemployment rate and the percentage caseload reduction were 
continuous variables. The unemployment rate, measured by the Bureau of Labor Statistics, was calculated as an aver-
age from January 1997 to June 1998.

5. We also used as economic variables both the 18-month change in unemployment and the 18-month change in job 
growth in each state. Neither variable proved significant in the regression model or accounted for a significant amount 
of variation in the caseload reduction variable. Tests for bias in the estimators failed to indicate bias, particularly from 
omitted variables.

6. To ensure that our results were not merely an accidental product of the period of time analyzed, we performed the 
same analysis for the last 12 months (June 1997 to June 1998) and 24 months (June 1996 to June 1998), and achieved 
virtually the same overall results.

Table 4 B1275

2.967 9.105 .326 .746

24.811 5.144 4.824 .000

13.664 4.731 2.888 .006

11.338 10.378 1.093 .280

10.960 5.453 2.010 .050

2.519 1.636 1.540 .131

(Constant)

Initial Full Sanction

Delayed Full Sanction

Moderate Sanction

B Std. Error Beta t Sig.

R e g r e s s i o n  A n a l y s i s  o f  C a s e l o a d  D e c l i n e :
E f f e c t s  o f  I n d e p e n d e n t  V a r i a b l e s

S t a n d a r d i z e d
C o e f f i c i e n t s

U n s t a n d a r d i z e d
C o e f f i c i e n t s

.676

.403

.134

.243

.185
18-Month Unemployment
Rate Average
(January ’97–June ’98)

Immediate Work
Requirement

5611.955 1122.391 6.246

8086.179 179.693

13698.134

Regression

Residual

Total

df F Sig.

A n a l y s i s  o f  V a r i a n c e

Notes: Predictors: (Constant), Average 18-Month Unemployment Rate (January 1997–June 1998), Immediate 
  Work Requirement, Moderate Sanction, Delayed Full Sanction, Initial Full Sanction. Dependent Variable: 
   Percent Change 18-Month Caseload Reduction (January 1997–June 1998). Default Conditions: Weak 
   Sanction with No Immediate Work Requirement.

Sum of
Squares
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Mean
Square

.000a

E x p l a n a t o r y  P o w e r  o f  M o d e l

.410 13.40496
R R Square

Std. Error of
the Estimate

.640

Sources: Welfare policy variables based on data from Vee Burke and Melinda Gish, Welfare Reform: Work 
   Trigger Time Limits, Exemptions and Sanctions Under TANF, Congressional Research Service, 98-697 
   EPW, August 6, 1998. Caseload data from U.S. Department of Health and Human Services, Administration 
   for Children and Families, http://www.acf.dhhs.gov. Unemployment data from U.S. Bureau of Labor Statistics,
   http://stats.bls.gov/datahome.htm.
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• States with an initial full-check 
sanction will, on average, have a 
caseload reduction rate that is 
25 percentage points higher 
than states with weak sanctions.

• States with a delayed full-check 
sanction will tend to have a 
caseload reduction rate that is 
14 percentage points higher 
than states with weak sanctions.

• States with a formal immediate 
work requirement will, on aver-
age, have a caseload reduction 
rate that is 11 percentage points 
higher than states without such 
a requirement.

The overall effects of the model 
are summarized in Chart 2. Assum-
ing an unemployment rate of 4.5 
percent, a state with weak sanctions 
and no immediate formal work 
requirement has a predicted caseload reduction of 
14.2 percent during the 18-month period. By con-
trast, in the same employment conditions, a state 
with initial full-check sanctions and immediate 
work requirements has a predicted caseload 
reduction of 49.9 percent, more than three times 
higher than the state with lenient reforms.7

WHY WORK REQUIREMENTS 
REDUCE DEPENDENCE

The above data indicate the effectiveness of 
work requirements, enforced by meaningful sanc-
tions, in reducing dependence. There are several 
reasons why work requirements may have this 
effect:

1. EEliminating fraud. A small number of the 
AFDC/TANF cases represent simple fraud—

cases in which a single household is receiving 
multiple welfare checks under different names 
or the recipient household never actually 
resided in the locality. Because such “phantom” 
recipients cannot show up at a workfare site or 
welfare office on a daily basis, a work require-
ment, coupled with a full-check sanction for 
non-compliance, will quickly remove these 
cases from the rolls. By contrast, under a 
lenient sanction system, such fraud cases are 
likely to remain on the welfare rolls indefi-
nitely, albeit with a slightly reduced monthly 
payment.

2. UUncovering unreported earnings. A more 
common form of fraud is for the welfare recip-
ient to have a job and earnings that are not 
reported to the welfare office. By concealing 
income, individuals are able to obtain welfare 
payments to which they are not lawfully enti-

7. The values predicted by the regression model conform closely to the actual observed values in the states. The mean 
caseload reduction over the 18-month period among the four states with both an initial full-check sanction and a for-
mal immediate work requirement was 55.2 percent. The mean caseload reduction among the 14 states with weak 
sanctions and no immediate work requirement was 16 percent.

Chart 2 B1275
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Sources: Results of regression analysis in Table 4. Welfare policy variables based on data from Vee Burke 
   and Melinda Gish, Welfare Reform: Work Trigger Time Limits, Exemptions and Sanctions Under TANF, 
   Congressional Research Service, 98-697 EPW, August 6, 1998.  Caseload data from U.S. Department 
   of Health and Human Services, Administration for Children and Families, http://www.acf.dhhs.gov.
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tled. Surveys indicate that over one-third of 
AFDC/TANF households have sources of 
income that they have failed to report to the 
welfare office.8 Serious work requirements 
make it difficult for individuals to receive 
AFDC benefits and simultaneously work at 
unreported jobs: It is virtually impossible for 
recipients to participate in daily activities 
assigned by the welfare office while continuing 
their concealed employment. If the welfare 
work requirements are enforced by a serious 
sanction affecting the whole TANF check, the 
recipient generally will be forced to choose 
between welfare dependence and reliance on 
earnings. Many simply will leave welfare and 
begin to rely more fully on employment for 
support. On the other hand, if a state employs 
only lenient sanctions for non-compliance 
with required activities, the most likely out-
come is that recipients will continue on wel-
fare, receiving slightly reduced welfare benefits 
which they will combine with earnings from 
the still-unreported job.

3. RReducing incentives for idleness. Under the 
traditional AFDC system, benefits were 
bestowed as an unconditional entitlement with 
no requirement that recipients undertake con-
structive behavior. When serious work 
requirements are put in place, welfare is trans-
formed from a one-way handout to a system of 
reciprocal contribution. Under such a system, 
aid is given, but in exchange the recipient is 
expected to perform community service work 
or to undertake other significant steps toward 
self-sufficiency, such as a supervised job search 
or on-the-job training. Work requirements 
thus eliminate the recipient’s option to receive 
free income from welfare; this, in turn, reduces 
the economic utility or attractiveness of welfare 
for the recipient compared with other alterna-
tives, such as obtaining a private-sector job or 
relying on family and friends for support.

Because work requirements reduce the
economic attractiveness of being on welfare, it 
is not surprising to see the number of exits 

from the welfare rolls increasing sharply and 
the number of new enrollments declining. 
However, if a state enforces work requirements 
with only lenient sanctions, the recipient, by 
and large, is able to continue receiving a free 
income from welfare without working; the 
economic utility of welfare is affected only 
marginally, and there is little incentive for the 
recipient to leave welfare to obtain a private-
sector job. Consequently, with only lenient 
sanctions in force, caseloads will decline 
slowly.

4. PPreparing for the real world of employment. 
Unlike welfare, real employment is seldom a 
one-way handout. In the private sector, 
employees who do not regularly perform 
assigned duties will not receive pay or main-
tain employment. When a welfare system 
requires community service work or other 
constructive activity and enforces those 
requirements with stiff sanctions for non-com-
pliance, it creates an environment that will 
prepare the recipient for the real world of 
work. Under such a system, recipients are held 
accountable for their own actions and thus 
learn the habits of self-control, responsibility, 
and persistence, which are the hallmarks of 
eventual self-sufficiency. Thus, the work 
requirement provides the psychological prepa-
ration necessary for reducing dependence.

5. SSending a positive symbolic message. One of 
the key elements of national welfare reform has 
been to send a strong symbolic message to 
welfare recipients and potential recipients that 
society expects them to engage in work and to 
strive for self-sufficiency. Efforts to reduce 
dependence are, in a large measure, contingent 
on how seriously recipients regard this social 
message. States with serious work require-
ments and strong sanctions for non-compli-
ance send a clear signal that the expected goals 
of work and self-sufficiency are very real. 
States with lenient sanctions send exactly the 
opposite message; in those states, recipients 
are informed implicitly that the entitlement 

8. See, for example, California Department of Social Services and Orange County Social Services Agency and District 
Attorney, County of Orange Fraud Incidence Study, April 1997.
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nature of welfare has not really ended; that 
they will not really be held accountable for 
their own actions; and that the demand for 
self-sufficiency is more rhetorical than real. 
Thus, lenient sanctions sap the motivation that 
is necessary to overcome the debilitating habits 
of dependence.

WHY REDUCING DEPENDENCE IS 
CRITICAL

Evidence from other studies indicates that 
reducing dependence is vitally important both to 
recipients and to society.

Some analysts argue that being on AFDC as a 
child has harmful effects on a child’s development 
that are carried on into adulthood. The negative 
effects of dependence become clear in compari-
sons of women who as children lived in families 
receiving AFDC and similar women who did not 
but who otherwise were identical in race, family 
income, family structure, IQ, and childhood resi-
dence. One study comparing these two groups,
co-authored by Dr. June O’Neill, the former Direc-
tor of the Congressional Budget Office, found that 
the women who received AFDC as children:

• Were almost twice as likely to become high 
school dropouts;

• Spent some 200 percent more time on welfare 
as adults; and

• Were some 50 percent more likely to have a 
child out of wedlock.9

Some other analysts would argue that these
negative effects are the result of poverty, not earlier 
welfare dependence. But the comparison is 
between women who had identical levels of family 

income in childhood. Thus, the negative behav-
ioral effects cannot be explained by poverty, but 
are the direct result of welfare dependence.

O’Neill and Anne Hill also found that the longer 
a child spends in the welfare system, the lower the 
child’s IQ compared with children who are identi-
cal in race, income, and other social and economic 
factors. In examining young children (with an 
average age of 5.5 years), O’Neill and Hill found 
that those who had spent at least two months of 
each year, since birth, on AFDC had cognitive
abilities 20 percent below the cognitive abilities of 
those who had received no welfare—even after 
holding constant such variables as family income, 
race, and parental IQ.10 Again, the authors make it 
clear that it is not poverty but welfare itself that 
has a damaging effect on the child.

A similar study by Mary Corcoran and Roger 
Gordon of the University of Michigan found that 
the receipt of welfare income has negative effects 
on the long-term employment and earnings capac-
ity of young boys.11 Holding constant the vari-
ables of race, parental education, family structure, 
and a range of other social variables, higher non-
welfare income obtained by the family during a 
boy’s childhood was associated with higher earn-
ings when the boy became an adult (over age 25). 
However, welfare income had the opposite effect: 
The more welfare income received by a family 
while a boy was growing up, the lower the boy’s 
earnings as an adult. The study suggests that an 
increase of $1,000 per year in welfare income 
received by a family would decrease a boy’s future 
earnings by as much as 10 percent.

It is important to note that the Corcoran and 
Gordon study compares families whose average 
non-welfare incomes were identical. In such cases, 
each extra dollar in welfare represented a net 

9. M. Anne Hill and June O’Neill, Underclass Behaviors in the United States: Measurement and Analysis of Determinants (New 
York: City University of New York, Baruch College, August 1993); analyses of data from the National Longitudinal 
Survey of Youth, background AFDC receipt, and family income were based on survey data from 1979. See also R. For-
ste and M. Tienda, “Race and Ethnic Variation in the Schooling Consequences of Female Adolescent Sexual Activity,” 
Social Science Quarterly, March 1992, and Mwangi S. Kimeny, “Rational Choice, Culture of Poverty, and the Intergener-
ational Transmission of Welfare Dependency,” Southern Economic Journal, April 1991.

10. M. Anne Hill and June O’Neill, “Family Endowments and the Achievement of Young Children with Special Reference 
to the Underclass,” Journal of Human Resources, Fall 1994, pp. 1090-1091.

11. Mary Corcoran, Roger Gordon, Deborah Loren, and Gary Solon, “The Association Between Men’s Economic Status and 
Their Family and Community Origins,” Journal of Human Resources, Fall 1992, pp. 575-601.
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increase in overall financial resources available to 
the family. This extra income, according to con-
ventional welfare theory, should have positive 
effects on the well-being of the children. But the 
study shows that the extra welfare income, even 
though it produced a net increase in resources 
available to the family, had a negative impact on 
the development of young boys within the family. 
The higher the welfare income of the family, the 
lower the earnings obtained by the boys upon 
reaching adulthood. Thus, the long-term well-
being of the child is improved if the family is off 
welfare, even if this means lowering the family’s 
income.

CONCLUSION

There has been considerable debate about 
whether the recent decline in AFDC/TANF case-
loads has been the result of economic factors or 
welfare reform. Although the overall health of the 
U.S. economy has been a positive background 
factor contributing to the reduction of welfare 
dependence, the economy has been neither a 
sufficient nor a primary factor in that reduction. 

The huge state variations in the rate of caseload 
decline cannot be attributed to differences in state 
economic factors. But they can be explained con-
vincingly by differences in the rigor of the state’s 
work-related welfare reforms. Policy reform—not 
economics—is the principal engine driving the 
decline in dependence.

There also has been widespread concern 
expressed that large declines in welfare depen-
dence would lead to large increases in child 
poverty. In reality, decreases in dependence have 
beneficial effects on children’s long-term develop-
ment, even if they are accompanied by decreasing 
family income. However, the fall in the national 
AFDC/TANF caseload has not resulted in an 
increase in child poverty. When the Earned 
Income Tax Credit, food stamps, and other 
means-tested benefits are counted as income, the 
child poverty rate now stands at 13.8 percent, the 
lowest rate since 1980.

—Robert E. Rector is Senior Policy Analyst in 
Welfare and Family Issues and Sarah E. Youssef is 
Research Assistant in Economic and Domestic Policy 
Studies at The Heritage Foundation.



11

THE HERITAGE CENTER FOR DATA ANALYSIS

Appendix A B1275

C h a n g e  i n  A F D C  C a s e l o a d  i n  5 0  S t a t e s  a n d  D . C .
( A l p h a b e t i c a l  O r d e r )

Alabama -11.9% Alabama -29.1% Alabama -45.1% Alabama -49.1%
Alaska -2.1% Alaska -16.2% Alaska -20.6% Alaska -19.2%
Arizona -15.0% Arizona -29.5% Arizona -39.8% Arizona -45.2%
Arkansas -14.3% Arkansas -37.4% Arkansas -42.1% Arkansas -45.2%
California -5.9% California -12.8% California -22.2% California -25.1%
Colorado -13.1% Colorado -30.8% Colorado -43.0% Colorado -47.3%
Connecticut -22.0% Connecticut -26.1% Connecticut -28.2% Connecticut -33.1%
Delaware -22.1% Delaware -28.6% Delaware -34.5% Delaware -35.1%
Dist. of Col. -7.5% Dist. of Col. -13.6% Dist. of Col. -19.8% Dist. of Col. -22.7%
Florida -21.5% Florida -38.5% Florida -51.4% Florida -55.0%
Georgia -19.1% Georgia -28.7% Georgia -44.6% Georgia -49.1%
Hawaii 1.0% Hawaii 0.9% Hawaii 7.1% Hawaii 7.4%
Idaho -5.6% Idaho -73.5% Idaho -79.4% Idaho -80.2%
Illinois -11.5% Illinois -13.9% Illinois -26.2% Illinois -29.7%
Indiana -11.6% Indiana -8.5% Indiana -25.2% Indiana -39.4%
Iowa -5.8% Iowa -14.6% Iowa -23.8% Iowa -32.0%
Kansas -11.1% Kansas -28.9% Kansas -46.7% Kansas -53.3%
Kentucky -11.1% Kentucky -20.0% Kentucky -29.7% Kentucky -33.0%
Louisiana 1.1% Louisiana -6.3% Louisiana -28.6% Louisiana -37.4%
Maine -2.3% Maine -16.2% Maine -26.1% Maine -29.2%
Maryland -10.6% Maryland -16.4% Maryland -23.1% Maryland -41.3%
Massachusetts -8.6% Massachusetts -14.4% Massachusetts -24.0% Massachusetts -34.4%
Michigan -13.4% Michigan -20.6% Michigan -33.7% Michigan -41.1%
Minnesota 4.2% Minnesota -6.8% Minnesota -16.5% Minnesota -15.1%
Mississippi -24.3% Mississippi -42.5% Mississippi -55.7% Mississippi -60.1%
Missouri -10.6% Missouri -15.5% Missouri -29.1% Missouri -34.3%
Montana -6.9% Montana -3.8% Montana -29.8% Montana -35.7%
Nebraska -3.2% Nebraska 0.0% Nebraska -5.2% Nebraska -8.5%
Nevada -15.0% Nevada -15.1% Nevada -30.5% Nevada -36.3%
New Hampshire -5.1% New Hampshire -22.4% New Hampshire -34.9% New Hampshire -41.9%
New Jersey -15.4% New Jersey -21.3% New Jersey -30.6% New Jersey -34.6%
New Mexico 32.1% New Mexico -12.4% New Mexico -31.8% New Mexico -33.3%
New York -7.7% New York -12.5% New York -23.6% New York -28.4%
North Carolina -20.5% North Carolina -28.9% North Carolina -38.4% North Carolina -45.1%
North Dakota -4.6% North Dakota -20.5% North Dakota -34.9% North Dakota -37.5%
Ohio -13.5% Ohio -27.2% Ohio -33.8% Ohio -40.6%
Oklahoma -15.1% Oklahoma -21.2% Oklahoma -39.2% Oklahoma -49.2%
Oregon -5.4% Oregon -19.2% Oregon -42.4% Oregon -52.6%
Pennsylvania -8.8% Pennsylvania -17.5% Pennsylvania -30.3% Pennsylvania -35.8%
Rhode Island -2.3% Rhode Island -2.6% Rhode Island -8.3% Rhode Island -12.5%
South Carolina -16.5% South Carolina -22.7% South Carolina -46.9% South Carolina -51.5%
South Dakota -7.2% South Dakota -25.5% South Dakota -36.7% South Dakota -38.8%
Tennessee 2.1% Tennessee -10.9% Tennessee -38.0% Tennessee -43.4%
Texas -18.7% Texas -34.9% Texas -45.6% Texas -50.0%
Utah -9.6% Utah -9.6% Utah -26.7% Utah -34.9%
Vermont -5.8% Vermont -12.4% Vermont -20.5% Vermont -25.0%
Virginia -9.9% Virginia -19.8% Virginia -35.6% Virginia -42.4%
Washington -9.6% Washington -17.9% Washington -24.6% Washington -26.1%
West Virginia -40.3% West Virginia -53.4% West Virginia -61.7% West Virginia -63.9%
Wisconsin -39.6% Wisconsin -70.4% Wisconsin -79.5% Wisconsin -84.2%
Wyoming -6.5% Wyoming -37.0% Wyoming -71.5% Wyoming -74.2%
U.S. -10.5% U.S. -20.0% U.S. -32.6% U.S. -36.9%

6  M o n t h s 1 2  M o n t h s 2 4  M o n t h s 3 6  M o n t h s
December 1997–June 1998 June 1997–June 1998 June 1996–June 1998 June 1995–June 1998

Source: U.S. Department of Health and Human Services, Administration for Children and Families, http://www.acf.dhhs.gov.
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Appendix B B1275

C h a n g e  i n  A F D C  C a s e l o a d  i n  5 0  S t a t e s  a n d  D . C .
( R a n k  O r d e r )

6  M o n t h s 1 2  M o n t h s 2 4  M o n t h s 3 6  M o n t h s
December 1997–June 1998 June 1997–June 1998 June 1996–June 1998 June 1995–June 1998

1 West Virginia -40.3% Idaho -73.5% Wisconsin -79.5% Wisconsin -84.2%
2 Wisconsin -39.6% Wisconsin -70.4% Idaho -79.4% Idaho -80.2%
3 Mississippi -24.3% West Virginia -53.4% Wyoming -71.5% Wyoming -74.2%
4 Delaware -22.1% Mississippi -42.5% West Virginia -61.7% West Virginia -63.9%
5 Connecticut -22.0% Florida -38.5% Mississippi -55.7% Mississippi -60.1%
6 Florida -21.5% Arkansas -37.4% Florida -51.4% Florida -55.0%
7 North Carolina -20.5% Wyoming -37.0% South Carolina -46.9% Kansas -53.3%
8 Georgia -19.1% Texas -34.9% Kansas -46.7% Oregon -52.6%
9 Texas -18.7% Colorado -30.8% Texas -45.6% South Carolina -51.5%

10 South Carolina -16.5% Arizona -29.5% Alabama -45.1% Texas -50.0%
11 New Jersey -15.4% Alabama -29.1% Georgia -44.6% Oklahoma -49.2%
12 Oklahoma -15.1% Kansas -28.9% Colorado -43.0% Georgia -49.1%
13 Nevada -15.0% North Carolina -28.9% Oregon -42.4% Alabama -49.1%
14 Arizona -15.0% Georgia -28.7% Arkansas -42.1% Colorado -47.3%
15 Arkansas -14.3% Delaware -28.6% Arizona -39.8% Arizona -45.2%
16 Ohio -13.5% Ohio -27.2% Oklahoma -39.2% Arkansas -45.2%
17 Michigan -13.4% Connecticut -26.1% North Carolina -38.4% North Carolina -45.1%
18 Colorado -13.1% South Dakota -25.5% Tennessee -38.0% Tennessee -43.4%
19 Alabama -11.9% South Carolina -22.7% South Dakota -36.7% Virginia -42.4%
20 Indiana -11.6% New Hampshire -22.4% Virginia -35.6% New Hampshire -41.9%
21 Illinois -11.5% New Jersey -21.3% North Dakota -34.9% Maryland -41.3%
22 Kentucky -11.1% Oklahoma -21.2% New Hampshire -34.9% Michigan -41.1%
23 Kansas -11.1% Michigan -20.6% Delaware -34.5% Ohio -40.6%
24 Maryland -10.6% North Dakota -20.5% Ohio -33.8% Indiana -39.4%
25 Missouri -10.6% Kentucky -20.0% Michigan -33.7% South Dakota -38.8%
26 Virginia -9.9% Virginia -19.8% New Mexico -31.8% North Dakota -37.5%
27 Utah -9.6% Oregon -19.2% New Jersey -30.6% Louisiana -37.4%
28 Washington -9.6% Washington -17.9% Nevada -30.5% Nevada -36.3%
29 Pennsylvania -8.8% Pennsylvania -17.5% Pennsylvania -30.3% Pennsylvania -35.8%
30 Massachusetts -8.6% Maryland -16.4% Montana -29.8% Montana -35.7%
31 New York -7.7% Maine -16.2% Kentucky -29.7% Delaware -35.1%
32 Dist. of Col. -7.5% Alaska -16.2% Missouri -29.1% Utah -34.9%
33 South Dakota -7.2% Missouri -15.5% Louisiana -28.6% New Jersey -34.6%
34 Montana -6.9% Nevada -15.1% Connecticut -28.2% Massachusetts -34.4%
35 Wyoming -6.5% Iowa -14.6% Utah -26.7% Missouri -34.3%
36 California -5.9% Massachusetts -14.4% Illinois -26.2% New Mexico -33.3%
37 Iowa -5.8% Illinois -13.9% Maine -26.1% Connecticut -33.1%
38 Vermont -5.8% Dist. of Col. -13.6% Indiana -25.2% Kentucky -33.0%
39 Idaho -5.6% California -12.8% Washington -24.6% Iowa -32.0%
40 Oregon -5.4% New York -12.5% Massachusetts -24.0% Illinois -29.7%
41 New Hampshire -5.1% New Mexico -12.4% Iowa -23.8% Maine -29.2%
42 North Dakota -4.6% Vermont -12.4% New York -23.6% New York -28.4%
43 Nebraska -3.2% Tennessee -10.9% Maryland -23.1% Washington -26.1%
44 Rhode Island -2.3% Utah -9.6% California -22.2% California -25.1%
45 Maine -2.3% Indiana -8.5% Alaska -20.6% Vermont -25.0%
46 Alaska -2.1% Minnesota -6.8% Vermont -20.5% Dist. of Col. -22.7%
47 Hawaii 1.0% Louisiana -6.3% Dist. of Col. -19.8% Alaska -19.2%
48 Louisiana 1.1% Montana -3.8% Minnesota -16.5% Minnesota -15.1%
49 Tennessee 2.1% Rhode Island -2.6% Rhode Island -8.3% Rhode Island -12.5%
50 Minnesota 4.2% Nebraska 0.0% Nebraska -5.2% Nebraska -8.5%
51 New Mexico 32.1% Hawaii 0.9% Hawaii 7.1% Hawaii 7.4%

U.S. -10.5% U.S. -20.0% U.S. -32.6% U.S. -36.9%

Source: U.S. Department of Health and Human Services, Administration for Children and Families, http://www.acf.dhhs.gov.


