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The Effects of State Policies on TANF Participation

Background

The Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA) of 1996 shifted financial
responsibility from government to families by expanding
work requirements and establishing time limits for those
receiving public assistance. Another key component of this
legislation was that funds were now distributed to states via
block grants, giving the states increased latitude in establish-
ing eligibility rules and program requirements. These changes
increased the likelihood that needy families with similar
demographic characteristics and economic resources would
have very different experiences with the welfare system,
depending on where they lived.

Although the decrease in the nation's welfare caseload seems to
mark the success of PRWORA, declines in participation have
varied across states. While policy differences across states may
have resulted in corresponding differences in welfare utiliza-
tion, few studies have demonstrated the connection between
state policies and welfare use post-PRWORA.

This brief examines the effect that state

twenty large U.S. cities in 15 different states. Welfare use is
measured in two ways: whether or not a mother received any
TANTF within the past 12 months (TANF participation), and the
dollar amount of TANF benefits received in the past 12 months
divided by the total combined income of everyone in her
household (degree of reliance on TANF).

The authors examine three measures of state welfare generosity:
1) the maximum monthly TANF benefit for a family of four
at the time of the baseline interview, 2) whether, at the time of
the one-year interview, lifetime limits had taken effect in the
mother's state, and 3) the number of months a mother could
receive benefits before being required to participate in work or
work-like activities.

In addition to the state policy variables, the authors also exam-
ine the effects of labor market conditions and cost of living on
welfare participation. To measure labor market conditions, the
authors use city-level unemployment rates for the year in which
baseline interviews were conducted in a given city. Cost of
living is measured by the 40th percentile fair market rent for the

welfare policy variation has on welfare par-
ticipation and reliance levels and also con-
siders the role of demographic characteris-
tics on these outcomes. Specifically, the

Figure 1: Percent of Mothers Relying on TANF in Past 12 Months
(Data are weighted to account for the oversampling of nonmarital births)

authors ask whether mothers living in states
with generous welfare payments and less
restrictive time-limits and work require-
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The authors use data from the baseline and 2

one-year follow-up interviews of the Fragile
Families and Child Wellbeing Study [see
box on back] to analyze the Temporary
Assistance for Needy Families (TANF)
reliance levels among mothers living in
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Metropolitan Statistical Area (MSA) in 1999. Finally, the
authors adjust for demographic characteristics such as race/
ethnicity, parity, education, age, marital status, and nativity.

Results

In Figure 1, the first bar for each city shows the percentage
of mothers on TANF without controlling for any demographic
factors. In most Fragile Families cities, TANF participation is
relatively low; on average, only about 14 percent of mothers
relied on any support from TANF in the previous year.
However, substantial variation exists across cities; at one
extreme, only five percent of mothers received welfare support,
while in other cities, up to 36 percent of mothers participated.
City differences in the proportion of mothers participating in
TANF are statistically significant.

The second bar for each city in Figure 1 indicates the percent-
age of mothers on TANF, adjusted for demographic character-
istics. The adjustment changes the cities' rank-order, but does
not reduce the range in participation rates. Furthermore,
neither local labor markets nor city fair market rent (not
shown), which measure city-level economic conditions, pre-
dicts TANF participation once the authors control for demo-
graphic characteristics.

Analysis of state policy measures indicates that the number of
months a woman can receive benefits before being required to
work is highly predictive of TANF participation; the greater the
number of months, the greater the likelihood of TANF partici-
pation. Jointly, the three policy measures reduce the between-
city variance in TANF participation, adjusted for sociodemo-

graphic composition, by 55 percent.

When restricting the sample to unwed mothers with no college
education, a high-risk group of whom 37 percent relied on
TANF in the past 12 months, the findings are consistent with
those for all mothers. Figure 2 shows the range of between-city
difference in TANF participation for this subsample. State poli-
cies, particularly those involving work requirements, explain a
substantial amount of the between-city difference in TANF par-
ticipation for this subsample. When the authors include policy
measures and mayor's political party, the between-city variation
in welfare participation is reduced by over 70 percent.

For instance, a $100 increase in a TANF monthly benefit is
associated with a one and a half percentage point increase in the
proportion of household income from TANF. Less stringent
work requirements are associated with greater reliance, and
reliance is three and a half percentage points lower, on average,
in states where lifetime limits had taken effect. Policy measures
reduce the proportion of variation in degree of reliance on
TANF due to between-city differences by over half, from 2.3
percent to one percent. Demographic characteristics are also
significant predictors of degree of reliance on TANF.

The fact that a small number of compositional and policy vari-
ables explain much of the between-city variation in reliance on
TANF should not overshadow the fact that most of the variabil-
ity in reliance on TANF is within rather than between cities. City
variation in the degree of reliance on TANF explains less than
three percent of total variation. Over 97 percent of the variation
across mothers is accounted for by individual level factors.

Conclusion and Policy

Unmarried, No College Sample

Figure 2: Percent Relying on TANF in Past 12 Months -

(Data are weighted to account for the oversampling of nonmarital births)

Implications

A significant proportion of city variation in
both TANF participation and reliance are
accounted for by TANF benefit levels, work
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requirements, and whether lifetime limits
had hit. Factors such as education, maternal
age and marital status are also important

predictors of TANF participation. While

state policies account for a substantial pro-

portion of the between-city variation in
reliance on TANF, they account for very lit-
tle of the variation across individuals.
Social and demographic factors are stronger
predictors of individuals' reliance on TANF
than state policies, suggesting that direct
investments in human capital may be more
effective than implementing strict state laws
in reducing reliance on welfare in the post-
PRWORA era.
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Inside...

This research brief uses data from the
Fragile Families and Child Wellbeing
Study to examine the effect that state
welfare policy variation has on welfare
participation and reliance levels.

The Fragile Families and Child Wellbeing Study is following a birth cohort of nearly 5,000 children, including 3,712 chil-
dren born to unmarried parents and 1,186 children born to married parents. The data are nationally representative of
births in cities with populations of 200,000 or more. For more information about the study, visit the Web site of The

Center for Research on Child Wellbeing, http://crcw.princeton.edu/fragilefamilies or email the CRCW at crew@opr.prince-
ton.edu

This research brief was adapted from "The Effects of State Policies on TANF Participation" by Julien O. Teitler, Nancy E.
Reichman and Lenna Nepomnyaschy. To download a copy of the paper on which this brief was based, visit
http://crew.princeton.edu, go to the Fragile Families link, click on Publications, then click on Working Papers Series.

The Fragile Families Research Brief is funded in part by a grant from the Annie E. Casey Foundation.
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