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State Sanctions and the 
Decline in Welfare Caseloads

Michael J. New

Much of the scholarship analyzing fluctuations in welfare case-
loads focuses on such factors as the strength of the economy and the
generosity of welfare benefits. However, with the passage of the
Personal Responsibility and Work Opportunity Reconciliation Act
(PRWORA) in 1996, states obtained significantly more control over
welfare policy. Despite this shift, there has been relatively little aca-
demic research on the role of state policy variation in welfare case-
load fluctuations. This article provides solid evidence that strength of
state sanctioning policies, which give caseworkers the ability to
restrict the benefits of welfare recipients, has played a very signifi-
cant role in recent welfare caseload declines. A comprehensive
regression analysis of welfare caseloads from all 50 states from every
year from 1996 to 2002, finds that strong state sanctioning policies
are highly correlated with both large welfare caseload declines and
low caseload levels.

Welfare Reform in 1996
In 1996, President Bill Clinton signed landmark welfare reform

legislation into law. While previous attempts at reform resulted in
relatively cosmetic changes, the Personal Responsibility and Work
Opportunity Reconciliation Act has had a meaningful and lasting
impact on federal welfare policy. PRWORA ended the entitlement
status of Aid to Families with Dependent Children (AFDC) and 
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replaced it with a time-limited assistance and work requirement pro-
gram called Temporary Assistance to Needy Families (TANF). 

The most important policy change brought about by PRWORA
was the fact that it gave states more control over welfare policy.
Under PRWORA, states receive federal block grant allocations.
These allocations allow states to use TANF funding in any manner
reasonably calculated to accomplish the purposes of TANF, as long
as the states maintain historical levels of spending agreed to in “main-
tenance of effort” plans. To continue receiving their full federal
TANF allocations, states must also conform to specific requirements
regarding current recipients’ work participation rates and length of
time on the rolls (Blank 2002).

Although PRWORA passed by wide margins in both the House
and Senate, it was still politically controversial. The Senate minority
leader at the time, Tom Daschle (D–SD), opposed the bill, saying
that “When it comes to kids this bill is too punitive” (Vobejda and
Dewar 1996). Likewise, then House minority leader Richard
Gephardt (D-MO) voted against the bill, saying, “It could put a mil-
lion children into a difficult situation” (Dine 1996). Senator Daniel
Patrick Moynihan (D-NY) was even more strident, declaring that the
new law was “the most brutal act of social policy since reconstruc-
tion” (Moynihan 1997: 58). He predicted, “Those involved will take
this disgrace to their graves” (Welch 1996).

Between the passage of PRWORA and 2002, welfare caseloads
declined by approximately 60 percent (U.S. Dept. of Health and
Human Services 2003).1 This result has generated a considerable
amount of debate in both the academic and policy communities.
Many conservatives supported welfare reform in 1996 and argue that
the caseload declines provide evidence that welfare reform is work-
ing (National Review Online 2006). Additionally, some onetime
opponents of PRWORA have become supportive. Wendell Primus,
former deputy assistant secretary in the Department of Health and
Human Services (HHS), who resigned in protest after President
Clinton signed the welfare reform bill, remarked in 2001, “In many
ways welfare reform is working better than I thought it would.” He
added, “Whatever we have been doing during the past five years, we
ought to keep doing” (Harden 2001). 

1The last year for which the Department of Health and Human Services released
TANF caseload data was 2002. Calculation by author.
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However, others credit the 1990s economic boom for the welfare
caseload decline. Donna Shalala, who as secretary of HHS opposed
the welfare reform bill, said, “What happened on welfare reform was
this combination of an economic boom and a political push to get
people off the welfare rolls” (Wall Street Journal 2001). Others who
argued that the economy deserved most of the credit for the decline
in caseloads included Marian Wright Edelman of the Children’s
Defense Fund (Gray 1996).

Literature Review
Since the passage of welfare reform, some states have experienced

considerably larger caseload declines than others. As such, an analysis
of the states might provide insights as to which factors were most
responsible for the overall decline in welfare caseloads. Indeed, since
1996, states have experienced differing rates of economic growth.
States have differed in the generosity of benefits they offer to welfare
recipients. Also, since PRWORA gave states greater control over wel-
fare policy, states have pursued varying welfare reforms since that time.

Prior the passage of PRWORA, most studies that have analyzed
fluctuations in welfare caseloads primarily focused on factors like the
strength of the economy and the generosity of welfare benefits. A
number of academic studies find statistically significant evidence that
the caseloads rise during times of high unemployment and fall during
times of low unemployment (Moffit 1999, CEA 1997, Hoynes 2000,
Blank 2000, Blank 2001, Figlio and Ziliak 1999, Levine and Whitmore
1998, Wallace and Blank 1999, Ziliak et al. 2000, Bartik and Eberts
1999). Black, McKinnish, and Sanders (2003) also find that the
strength of the economy has a robust and statistically significant effect
on welfare caseloads. 

Similarly, a number of studies have found that more generous wel-
fare benefits are correlated with higher welfare caseloads (Blank
2000, Blank and Wallace 1999, Bartik and Eberts 1999, CEA 1997,
Niskanen 1996). In her paper, Blank (2001) argues that the expansion
in government public assistance programs was a factor behind the
sharp increases in AFDC caseloads during the 1960s. However, she
and other authors (Moffit 1987) also argue that other factors con-
tributed to this caseload increase. These include a Supreme Court
decision, King v. Smith (1968), that allowed single mothers to contin-
ue to receive AFDC benefits even if they were residing with a man,
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and a subsequent decision, Dandridge v. Williams (1970), that gave
“employable mothers” equal rights to AFDC benefits (Blank 2001).

Furthermore, a number of static models of welfare participation
also find that higher levels of welfare benefits increase the likelihood
that a female head of household will receive AFDC (Willis 1980, Barr
and Hall 1981, Moffitt 1983, Moffitt 1986, Robins 1986, Robins 1987,
Blank 1989). Likewise, dynamic models of welfare participation, which
track single women over a number of years, also find that increases in
cash welfare benefits raise the likelihood of receiving welfare
(Hutchens 1981, Plotnick 1983). These models also find that high ben-
efit levels reduce the likelihood that AFDC recipients will cease
receiving benefits (Hutchens 1981, Plotnick 1983, O’Neil et al. 1984,
Blank 1989, Ellwood 1986, Fitzgerald 1991).

In recent years, there has been a shift in the scholarship about wel-
fare caseloads. A number of scholars have authored studies to explain
the decline in welfare rolls that took place during the 1990s. In the
early and mid 1990s, a number of states applied for and received
waivers from the U.S. Department of Health and Human Services.
These waivers granted states greater latitude to set welfare policy
(Blank 2002). Overall, a total of 43 states received waivers between
1993 and 1996 (CEA 1997). 

While some studies have found that these waivers are correlated
with reductions in welfare caseloads (CEA 1997, Levine and
Whitmore 1998, O’Neil and Hill 2001, Moffit 1999) other researchers
contend that other factors, like the economy, have had a considerably
greater effect (Figlio and Ziliak 1996, Ziliak et al. 2000). However, crit-
ics of these studies argue that many states applied for waivers at around
the same time to pursue policies to move welfare recipients to work.
As such, the economy could be masking the effects of the waivers in
these studies.

Among those studies that analyze data after 1996, there exists a
broad consensus that the enactment of PRWORA resulted in case-
load declines (CEA 1999, Grogger 2000, O’Neil and Hill 2001,
Schoeni and Blank 2000, Wallace and Blank 1999). A number of
studies also find that the strong economy played a statistically signif-
icant role in caseload declines after 1996. However, many of these
studies find that the economy had a larger effect on welfare caseload
fluctuations prior to 1996 than after 1996 (CEA 1999, Wallace and
Blank 1999, Schoeni and Blank 2000, O’Neil and Hill 2001). More
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important, all of these studies agree that welfare reform had a sub-
stantially larger effect than the economy on the late 1990s caseload
decline.

Shortcomings in the Academic Literature
Overall, much of the academic literature is insightful. However,

there are some shortcomings in many of the studies. First, the
dependent variable is nearly always caseload levels. While this vari-
able provides some insights, it would also be worthwhile for
researchers to examine the magnitude of the caseload declines as a
dependent variable. 

This modification would be useful because there has been consid-
erable variation in state welfare caseload declines since the passage
of PRWORA. For instance, between August 1996 and August 2002,
Wyoming reduced its welfare caseload by over 93 percent.
Conversely, Indiana’s caseload actually increased by 3 percent over
the same period. (U.S. Dept. of Health and Human Services 2003).2

Furthermore, when aggregate caseloads are being analyzed, the
regression models may place too much emphasis on the characteris-
tics of states with consistently low caseloads, both before and after
welfare reform. As such, an examination of caseload declines might
reveal new insights.

Second, even though a considerable amount of academic litera-
ture on welfare considers the generosity of welfare benefits, many of
the recent studies analyzing welfare caseload declines pay little atten-
tion to the benefit levels. Now it is true that most states did not dra-
matically change the cash benefits they offered to welfare recipients
after the passage of PRWORA (U.S. House Ways and Means
Committee 2004).3 However, it is certainly possible that interaction
of benefit levels and the new welfare policies may have had an effect
on caseloads. While some policy studies have examined this aspect
(New 2002), it has gone largely unexplored in the academic literature

Finally, there is little consideration of the variation within state
welfare reform policies. Many studies consider the effect of welfare
reform by including an indicator variable that denotes the time  
2Calculations by author.
3Between 1996 and 2002, only three states saw their average cash monthly TANF
benefit change by more than 30 percent. On average, states saw their average TANF
benefits increase by 0.7 percent. Calculations by author.
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periods after a state’s TANF plan went into effect.4 However, state spe-
cific policy components are typically ignored. This omission is unfortu-
nate because considerable variation exists in the welfare reform
policies that states implemented after the passage of PRWORA.

For instance, PRWORA gave states the ability to terminate the
cash benefits of welfare recipients who were not complying with
required work activities. Some states adopted tough sanctions that
required benefits to be rescinded at the first instance of noncompli-
ance. However, other states adopted weaker sanctions that allowed
welfare recipients to keep receiving benefits after repeated infrac-
tions. It seems likely that the strength of these sanctioning policies
might play a large role in caseload declines, because the persistent
threat of losing benefits might encourage current TANF recipients
to leave welfare. Additionally, strong sanctions might discourage oth-
ers from applying for welfare benefits.

Furthermore, some policy studies have found that the strength of
sanctioning policies is strongly correlated with caseload declines
(Rector and Youssef 1999). This finding, which has been largely
ignored in the academic literature, is worth revisiting—especially
since many states have changed their sanctioning policies in recent
years, resulting in a richer dataset (U.S. Dept. of Health and Human
Services 1999, Government Accounting Office 2000, State Policy
Documentation Project 2000).

In my analysis of welfare caseloads, I will attempt to correct for
these shortcomings in the academic literature. I will analyze both case-
load declines and caseload levels. Furthermore, I will analyze the role
of welfare benefits in caseload declines. Finally, I will examine the
strength of state sanctioning policies in my analysis. More details about
my methodological approach can be found in the next section.

Methodology
Previous and current research has identified three major factors

that affect fluctuations in welfare caseloads: the strength of sanctions,
the performance of the economy, and the level of benefits.
Regression analysis is well suited for this type of research because it
allows us to simultaneously examine the effects of these factors on
the central concern of this article, welfare caseload fluctuations.
4Even though PRWORA was passed in 1996, states took varying amounts of time to
implement all the welfare reform policies.
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First Regression Analysis: Percentage Caseload Decline
1996–2002

The first set of regressions examines why some states have experi-
enced larger welfare caseload declines than others since the enactment
of welfare reform. Nationally, the number of families receiving TANF
has declined substantially, falling by approximately 60 percent between
1996 and 2002 (U.S. Dept. of Health and Human Services 2003).
However, some states have experienced considerably larger caseload
declines than others. The TANF caseloads of Wyoming, Idaho, and sev-
eral Midwestern states all declined by over 80 percent since 1996.
Conversely, Indiana’s TANF caseload actually increased slightly after
passage of welfare reform. Similarly, Hawaii’s caseload increased during
the late 1990s until more stringent sanctioning policies were put in
place (U.S Department of Health and Human Services 2003).

The question remains: Why did states like Wyoming and Idaho
experience larger caseload declines than other states? This first set of
regressions provides some insights by analyzing the three factors iden-
tified in the academic and policy literature: the performance of the
economy, the strength of sanctions on welfare recipients, and the gen-
erosity of welfare benefits.

Dependent Variables

The regressions were run on two separate dependent variables: (1) the
percentage decline in the number of individuals receiving TANF between
August 1996 and August 2002, and (2) the percentage decline in the num-
ber of families receiving TANF between August 1996 and August 2002.5

Independent Variables

The regressions analyzed the effects of five different independent
variables on state welfare caseloads between 1996 and 2002. The first
two variables—Full Sanction and Graduated Sanction—examine the
strength of the sanctions that states imposed on welfare recipients who
were not complying with required work activities. After passage of the
welfare reform in 1996, every state adopted one of three types of sanc-
tioning policies: full family sanctioning, graduated sanctioning, and par-
tial sanctioning (Table 1). Some states sanction the entire TANF check 

5Caseload data that are exactly six years apart are used to ensure that regional sea-
sonal variation in caseloads does not bias the findings.
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table 1
State Sanctioning Polices, 1996–2002

Full Family Graduated Partial
Sanction Sanction Sanction

Alabama 2000–2002 1996–2000
Alaska 1996–2002
Arizona 1996–2002
Arkansas 1996–1998 1998–2002
California 1996–2002
Colorado 1996–2002
Connecticut 1996–2002
Delaware 1996–2002
Florida 1996–2002
Georgia 1996–2002
Hawaii 1998–2002 1996–1998
Idaho 1996–2002
Illinois 1996–2002
Indiana 1996–2002
Iowa 1998–2002 1996–1998
Kansas 1996–2002
Kentucky 1996–2002
Louisiana 1996–2002
Maine 1996–2002
Maryland 1996–2002
Massachusetts 1996–2002
Michigan 1996–2002
Minnesota 1996–2002
Mississippi 1996–2000 2000–2002
Missouri 1996–2002
Montana 1996–2002
Nebraska 1996–2002
Nevada 1996–2002
New Hampshire 1996–2002
New Jersey 1996–2002
New Mexico 1996–2002

continued
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at the first instance of nonperformance of required work or other activ-
ities (Full Sanction). Other states do not sanction the entire TANF
check at the first instance of nonperformance, but do sanction the full
TANF check after multiple infractions (Graduated Sanction). Finally,
some states sanction only the adult portion of the TANF check, even
after repeated infractions (Partial Sanction). This type of sanction
enables recipients to retain the bulk of their TANF benefits, even if
they fail to perform workfare or other required activities. Only the first
two types of sanctions are included as independent variables—because
the use of “partial sanction” suffered from multicollinearity.

The third independent variable included in the model is Income
Growth, which measures the real growth of state per capita person-
al income between 1996 and 2002.6 The fourth variable of interest
6Most studies of welfare reform use changes in the unemployment rate to measure
the strength of the economy. However, real per capita income growth was used since
there exists greater variation in per capita personal income growth during the six
years that were analyzed.

New York 1996–2002
North Carolina 1998–2002 1996–1998
North Dakota 1996–2002
Ohio 1996–2002
Oklahoma 1996–2002
Oregon 1996–2002
Pennsylvania 1996–2002
Rhode Island 1996–2002
South Carolina 1996–2002
South Dakota 1996–2002
Tennessee 1996–2002
Texas 1996–2002
Utah 1996–2002
Vermont 1996–1999 2000–2002
Virginia 1996–2002
Washington 1996–2002
West Virginia 1996–2002
Wisconsin 1996–2000 2000–2002
Wyoming 1998–2002 1996–1998

Sources: U.S. Department of Health and Human Services (1999: Table
W-3), U.S. General Accounting Office (2000: 44–47), and State Policy
Documentation Project (2000).



is TANF Benefits, which measures the average level of TANF cash
benefits available to a single mother with two children from 1996 to
2002, as a percentage of state per capita income.7

The final independent variable is Caseload 1996, which measures
the percentage of the state population receiving AFDC in August
1996.8 It seems likely that states with a higher percentage of people
on welfare could reduce their caseloads more easily than states with
relatively few people on welfare. A generalized least squares model
is used and the data are weighted by state population. The regression
results are presented in Table 2.9

The results demonstrate that the welfare policies adopted by
states are a key determinant in the size of their welfare caseload
declines. In both regressions, states with full sanctions experienced
the largest caseload declines. For every year between 1996 and 2002
that a state had a full sanction in place, the regression model predicts
that its welfare caseload will decline by 3.38 percentage points more
than a state with a partial sanction for that period of time. That
means that a state with a full sanction for all six years would see its
caseload decline by more than 20 percentage points compared to a
state with a partial sanction during the same time period. This find-
ing is statistically significant.

Furthermore, for every year that a state had a graduated sanction
in place, the regression model predicts that its caseload will decline
2.29 percentage points more than a state with a partial sanction. Over
six years, this works out to approximately a 14 percentage point dif-
ference between a state with a graduated sanction and a state with a
partial sanction for all six years. This finding also achieves conven-
tional standards of statistical significance.  

7This variable is in the form of a ratio of TANF benefits to average state per capita
personal income to account for the differences in the cost of living between states.
8When the dependent variable is the percentage decline in families receiving TANF,
Caseload 1996 measures the percentage of families receiving AFDC. Likewise,
when the dependent variable is the percentage decline in individuals receiving
TANF, Caseload 1996 measures the percentage of individuals receiving AFDC.
9Data on state welfare caseloads were obtained from the U.S. Department of Health
and Human Services. Data on state per capita personal income growth were
obtained from the Bureau of Economic Analysis. Data on state TANF benefits were
obtained from various editions of The Green Book, published by the House Ways
and Means Committee. Finally, data on state sanctioning policies were gathered
from the U.S. Department of Health and Human Services, the General Accounting
Office, and the State Policy Documentation Project.
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The only other variable in this set of regressions that reaches statisti-
cal significance is the percentage of the population that received AFDC
in 1996. States with a relatively high percentage of AFDC recipients in
1996 enjoyed more success in reducing their caseloads than did states
with a low percentage of AFDC recipients. This is unsurprising. A state
with a low caseload might already have had success in lowering its wel-
fare rolls prior to 1996, and those remaining on the welfare rolls might

table 2
Analyzing the Decline in 

State Welfare Caseloads, 1996–2002

Model 1 Model 2
Percent Decline Percent Decline 
in Individuals in Families 
Receiving TANF Receiving TANF

Years with Full –3.38∗∗∗ –3.16∗∗∗
Sanction (1.06) (1.04)

Years with –2.29∗∗ –2.14∗∗
Graduated Sanction (0.88) (0.86)

Income Growth –0.29 –0.28
(1996–2002) (0.29) (0.29)

Average TANF 1.28 1.11
Benefit (4.50) (4.41)

Percent of –3.56∗∗ –3.60∗∗
Population (1.57) (1.67)
receiving AFDC
in 1996

Number of Cases 50 50
Number of States 50 50
R squared .249 .234

Notes: Both regressions were estimated with a generalized least squares
model; data are weighted by state population; standard errors are in
parentheses; ∗∗significant at the 5 percent level, ∗∗∗significant at the 1
percent level.

State Sanctions
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be those who would encounter more difficulty making the transition
from welfare to work. Conversely, if a state has a high welfare caseload,
it seems likely that it has more welfare recipients who could be more
easily persuaded to leave welfare and obtain employment.

Finally, the regression results indicate that states with strong eco-
nomic growth between 1996 and 2002 experienced larger caseload
declines, but this finding fails to achieve statistical significance. States
with low TANF benefits between 1996 and 2002 also experienced
larger caseload declines than states with high TANF benefits.
However, the coefficient is also small and fails to meet conventional
standards of statistical significance. Overall, these results provide fur-
ther evidence that welfare reform—and not the strength of the econ-
omy—was the most important factor in the 1990s caseload decline.

Second Regression Analysis: Caseload Levels 1996–2002
To further this analysis, another set of regressions was run. In this

case, the dependent variables measure caseload levels rather than
caseload declines. This analysis will provide insights into why some
states have smaller percentages of people receiving TANF than oth-
ers. For instance, in 2002, only 0.18 percent of Idaho residents were
receiving TANF as compared to over 7 percent of the residents of
Washington, D.C. (U.S. Dept. of Health and Human Services 2003).
Overall, analyzing the percentage of people receiving TANF should
provide additional insights into the factors most responsible for wel-
fare caseload fluctuations.

Furthermore, this analysis of caseload levels should nicely com-
plement this article’s earlier analysis of caseload declines for several
reasons. First, simply analyzing caseload declines could be mislead-
ing. Some states could have experienced small caseload declines sim-
ply because they had relatively few welfare recipients prior to the
passage of PRWORA. Similarly, states with large welfare caseloads in
1996 might have experienced large declines, but still have caseload
levels that are considerably higher than those of other states.

Analyzing caseload levels offers additional advantages. We have
seven years of data on caseload levels after the passage of welfare
reform, so analyzing data from each year grants us considerably more
data points. Furthermore, analyzing caseload levels might grant addi-
tional insights into the effects of sanctions, benefits, and the econo-
my on maintaining low caseloads.
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In this analysis, two sets of regressions were run. In the first
regression, the dependent variable is the percentage of each state’s
population that was receiving TANF benefits. In the second regres-
sion, the dependent variable is the percentage of each state’s families
that was receiving TANF benefits. 

The independent variables are similar to the ones used in the first
set of regressions. Full Sanction, an indicator variable, equals one if a
state has implemented a full family sanction that year and zero other-
wise. Similarly, Graduated Sanction is scored a one if a state has imple-
mented a graduated sanction that year and zero otherwise. Income
Growth measures the real growth in state per capita personal income
for that year. TANF Benefit measures the cash benefits welfare avail-
able to a single mother with two children as a percentage of state per
capita income. Finally, state and year fixed effects are included as well.

Corrections to the Regression Model

The time-series, cross-sectional data used in this regression pose a
unique set of problems. Some panels may have greater error vari-
ance than others. Additionally, it is possible that the errors of one
panel may be contemporaneously correlated with those of another
panel. Furthermore, it is possible that autocorrelation within the
panels may bias the regression results. 

As a result, the best solution is running a regression with panel-
corrected standard errors and a correction for autocorrelation. The
panel-corrected standard errors will correct for both differing error
variance within the panels and contemporary correlation of errors
across panels. The autocorrelation correction will ensure that auto-
correlation does not bias the results.

It should be also noted that these regression results are not sensi-
tive to the type of corrections performed. Models run using OLS,
OLS with robust standard errors, GLS with a correction for autocor-
relation, and models with panel-corrected standard errors and no
correction for autocorrelation all produce similar outcomes. The
regression results are presented in Table 3.

This set of regression results provides further evidence that strong
sanctioning policies result in low caseloads. The findings indicate that
states with stronger sanctioning policies have a lower percentage of
individuals and families receiving welfare than states with weaker
sanctions. These findings achieve statistical significance.
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There is also statistically significant evidence that welfare case-
loads fluctuate with the strength of the economy. Unsurprisingly,
caseloads fall during times of strong economic growth and rise when
the economy slows. Finally, there is statistically significant evidence
that states with low cash TANF benefits have a lower percentage of
people receiving welfare than states with high cash TANF benefits.
These results are consistent with previous scholarly research.

Overall, it appears that welfare benefit levels and economic
growth rates had relatively little to do with the large decline in wel-
fare caseloads since 1996. However, this analysis and other academ-

table 3
Analyzing the Percentage of 

State Residents Receiving TANF, 1996–2002

Model 1 Model 2
Percentage of Percentage of
Individuals on TANF Families on TANF 

Full Sanction –0.48∗∗∗ –0.47∗∗∗
(0.13) (0.13)

Graduated Sanction –0.36∗∗∗ –0.32∗∗∗
(0.12) (0.11)

Personal Income –0.09∗∗ –0.09∗∗
Growth  (0.04) (0.03)

TANF Benefit 0.72∗∗∗ 0.59∗∗∗
(0.11) (0.11)

Number of States 50 50
Number of Years 7 7
Number of 350 350

Observations
R squared .402 .349

Notes: Both regressions were estimated with a generalized least squares
model with state and year indicator variables, panel corrected standard
errors, and a correction for AR1 autocorrelation; data are weighted by
state population; standard errors are in parentheses; ∗∗significant at the 5
percent level, ∗∗∗significant at the 1 percent level.
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ic studies find that they do affect year-to-year fluctuations in welfare
caseloads. This finding has relevance for future policy debates over
welfare reform.

Conclusion
Welfare reform was one of the leading public policy stories of the

1990s. Between 1996 and 2002, the number of people receiving wel-
fare fell by nearly 60 percent (U.S. Dept. of Health and Human
Services 2003). This decline in welfare caseloads has attracted a great
deal of attention from scholars and policy analysts. Since some states
experienced considerably larger caseload declines than others, many
studies analyzing welfare reform have paid close attention to these
state caseload fluctuations. 

Many of those studies have presented a number of important
insights into why welfare caseloads declined so sharply after welfare
reform. However, shortcomings are evident in some of the research.
Prior analyses of welfare caseloads indicate that three factors influ-
ence welfare caseload fluctuations: the strength of sanctions, the
level of benefits, and the strength of the economy. However, many
studies omit one or more of these factors from their analysis. In par-
ticular, academic studies have paid little attention to state policy vari-
ations, including the strength of state level sanctions. Furthermore,
since many studies consider caseload declines over a limited period
of time, they are unable to distinguish between policies that cause
short-term fluctuations and those that lead to long-term declines.

This article breaks new ground in several ways. First, the use of
multivariate regression analysis makes it possible to consider the
effects of the economy, sanctions, and TANF benefits simultaneous-
ly and to determine which factors have had the greatest effect.
Second, although many other studies consider caseload declines for
a short period of time after reform, this article tracks caseload
declines for six years. Using a longer time frame increases the cer-
tainty that the various factors are having a long-term impact on case-
loads and are not simply causing a temporary decline. Finally, this
article analyzes both caseload levels and caseload declines. As such,
it offers insights into the ability of sanctions to both maintain and pre-
serve low caseload levels.

The most important finding is that the strength of state sanctioning
policies had the largest impact on both caseload declines and caseload
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levels between 1996 and 2002. The other variables that were consid-
ered, including the strength of the economy and TANF benefit levels,
had some effect on year-to-year caseload levels, but played only a
minor role in the large decline in welfare caseloads between 1996 and
2002. Overall, this research provides solid evidence that the policies
that states enacted in the aftermath of welfare reform played a sub-
stantial role in America’s recent welfare caseload decline.

References
Barr, N., and Hall, R. (1981) “The Probability of Dependence on

Public Assistance.” Economica 48 (190): 109–24.
Bartik, T., and Eberts, R. (1999) “Examining the Effects of Industry

Trends and Structure on  Welfare Caseloads,” In S.H. Danziger
(ed.) Economic Conditions and Welfare Reform, 119–58.
Kalamazoo, Mich.: Upjohn Institute of Employment Research.

Black, D.; McKinnish, T.; and Sanders, S. (2003) “Does the
Availability of High-Wage Jobs for Low-Skilled Men Affect Welfare
Expenditures? Evidence from Shocks to the Steel and Coal
Industries.” Journal of Public Economics 87 (9–10): 1921–42. 
Blank, R. (1989) “Analyzing the Length of Welfare Spells.” Journal

of Public Economics 39 (3): 245–73.
__________ (2000) “Fighting Poverty: Lessons from Recent U.S.

History.” Journal of  Economic Perspectives 14 (2): 3–19. 
__________ (2001)  “What Causes Public Assistance Caseloads to

Grow?” The Journal of Human Resources 36 (1): 85–118. 
__________ (2002) “Evaluating Welfare Reform in the United

States.” Journal of Economic Literature 40 (4): 1105–66.
Blank, R., and Wallace, G. (1999) “What Goes Up Must Come

Down? Explaining Recent Changes in Public Assistance
Caseloads.” In S.H. Danziger (ed.) Economic Conditions and
Welfare Reform, Kalamazoo, Mich.: Upjohn Institute of
Employment Research.

Council of Economic Advisers (CEA) (1997) “Technical Report:
Explaining the Decline in Welfare Receipt 1993–1996.”
Washington: Executive Office of the President.

__________ (1999) “Economic Expansion, Welfare Reform, and the
Decline in Welfare Caseloads: An Update.” Washington:
Executive Office of the President (3 August).

Dine, P. (1996) “Talent Praises Welfare Bill: Gephardt Worries about
It.” St. Louis Post-Dispatch (2 August): 5B. 



531

State Sanctions

Ellwood, D. (1986) “Targeting ‘Would-Be’ Long-Term Recipients of
AFDC.” Publication No. PR86–03 (January). Princeton, N.J.:
Mathematica Policy Research Inc.

Figlio, D. and Ziliak, J. (1999) “Welfare Reform, the Business Cycle
and the Decline in AFDC Caseloads.” In S.H. Danziger (ed.)
Economic Conditions and Welfare Reform, 17–48. Kalamazoo,
Mich.: Upjohn Institute of Employment Research.

Fitzgerald, J. (1991) “Welfare Durations and the Marriage Market:
Evidence from the Survey of Income and Program Participation.”
Journal of Human Resources 26 (3): 545–61. 

General Accounting Office (2000) “Welfare Reform: State Sanction 
Policies and Number of Families Affected.” In Report to
Congressional Requesters, 44–47. GAO/HEHS–00–44.

Washington: General Accounting Office. Available at www.gao. 
gov/new.items/he00044.pdf.

Gray, J. (1996) “The Welfare Bill: The Liberals: Amid Praise a
Peppering of Criticism and  Dismay.” New York Times (31 July): A23.

Grogger, J. (2000) “Time Limits and Welfare Use.” NBER Working
Paper No. 7709.  Cambridge, Mass.: National Bureau of
Economic Research. 

Harden, B. (2001) “Two-Parent Families Rise after Change in 
Welfare Laws” New York Times (12 August): A1. 

Hoynes, H. (2000) “The Employment Earnings and Income of Less
Skilled Workers over the Business Cycle.” In R. Blank and D.
Card (eds.) Finding Jobs: Work and Welfare Reform,  23–71. New
York: Russell Sage. 

Hutchens, R. (1981) “Entry and Exit Transitions into a Government
Transfer Program: The Case of Aid to Families with Dependent
Children.” Journal of Human Resources 16 (2):  217–37.

Levine, P., and Whitmore, D. (1998) “The Impact on Welfare
Reform on the AFDC Caseload.” National Tax Association
Proceedings 1997: 24–33.   

Moffitt, R. (1983) “An Economic Model of Welfare Stigma.”
American Economic Review 73 (5): 1023–35. 

__________ (1986) “Work Incentives in Transfer Programs: A Study
of the AFDC Program.”  Research in Labor Economics 8 (2):
389–439.

__________ (1987) “Historical Growth in Participation in Aid to
Families with Dependent Children: Was There a Structural
Shift?” Journal of Post Keynsian Economics 9 (3): 347–63.

__________ (1999) “The Effects of Pre-PRWORA Waivers on
Welfare Caseloads, and Female Earnings, Income, and Labor



532

Cato Journal

Force Behavior,” In S. H. Danziger (ed.) Economic Conditions
and Welfare Reform, 91–118. Kalamazoo, Mich.: Upjohn Institute
of Employment Research.

Moynihan, D. (1997) Miles to Go: A Personal History of Social
Policy. Cambridge, Mass.: Harvard University Press. 

National Review Online (2006) “We’d Be the Poorer Without It.”
(17 August). Available at http://article.nationalreview.com/
print/?q=ODM5NDEzYTc5OTI2NDVhMDg1NmJkMjEyNGI
4MTYyZTM.  

New, M. (2002) “Welfare Reform That Works: Explaining the
Welfare Caseload Decline, 1996-2000.” Cato Policy Analysis, No.
435 (7 May). Washington: Cato Institute. 

Niskanen, W. (1996) “Welfare and the Culture of Poverty.” Cato
Journal 16 (1): 1–15. 

O’Neil, J.; Wolf, D.; Bassi, L.; and Hannan, M. (1984) “An Analysis
of Time on Welfare.”  Washington: Urban Institute. 

O’Neil, J., and Hill, M.A. (2001) “Gaining Ground? Measuring the
Impact of Welfare Reform on Welfare and Work.” Civic Report 17
(1 July). New York: Manhattan Institute. 

Plotnick, R. (1983) “Turnover in the AFDC Population: An Event
History Analysis.”  Journal of Human Resources 18 (1): 65–81. 

Rector, R., and Youssef, S. (1999) “The Determinants of Welfare
Caseload Decline.” Heritage  Center for Data Analysis Report,
No. 99-04 (11 May). Washington: Heritage Foundation. 

Robins, P. (1986) “Child Support, Welfare Dependency and
Poverty.” American Economic Review 76 (4): 768–88.

__________ (1987) “An Analysis of Trends in Child Support in
AFDC from 1978 to 1983.” Discussion Paper No. 842–87.
Madison, Wisc.: Institute for Research on Poverty, University of
Wisconsin-Madison.

Schoeni, R. F., and Blank, R. (2000) “What Has Welfare Reform
Accomplished? Impacts on Welfare Participation, Employment,
Income, Poverty, and Family Structure.” NBER Working Paper No.
7627. Cambridge, Mass.: National Bureau of Economic Research.

State Policy Documentation Project. (2000) “Summary of State
Sanction Policies.” Available at www.spdp.org/tanf/sanctions_
overview.pdf (8 July 2007).

U.S. Congress, House Ways and Means Committee. (Various years)
Green Book: Background  Material and Data on Programs within
the Jurisdiction of the Committee on Ways and Means.
Washington: U. S. Government Printing Office.

U.S. Department of Commerce, Bureau of Economic Analysis.



533

State Sanctions

(2008) “Annual State Personal Income.” Table SA04. Available at
www.bea.gov/regional/spi. 

U.S. Department of Health and Human Services. (1999) “State 
Implementation of Major Changes to Welfare Policies, 1992–
1998.” Table W-3. Available at http://aspe.hhs.gov/HSP/Waiver-
Policies 99/policy_CEA.htm.

_________ (2003) “U.S. Welfare Caseload Information.” Available at
www.acf.dhhs.gov/news/stats/newstat2.shtml. 

Vobejda, B., and Dewar, H. (1996) “Bill to Overhaul Welfare Clears
Senate, 74 to 24; Clinton Calls for Further Revisions.”
Washington Post (24 July): A1.

Wall Street Journal (2001) “Welfare as They Know It.” (29 August):
A14.

Wallace, G., and Blank, R. (1999) “What Goes Up Must Come 
Down? Explaining Recent  Changes in Public Assistance
Caseloads.” In S. H. Danziger (ed.) Economic Conditions and
Welfare Reform. Kalamazoo, Mich.: Upjohn Institute of
Employment Research.

Welch, W. (1996) “Welfare Bill Rouses Liberal Clinton Allies, but
They’re Still Supporting Him.” USA Today (22 August): 4A. 

Willis, P. (1980) “Participation Rates in the Aid to Families with
Dependent Children Program, Part III.” Working Paper 1387–04.
Washington: Urban Institute.

Ziliak, J.; Figlio, D.; Davis, E.; and Connolly, L. (2000) “Accounting
for the Decline in AFDC Caseloads: Welfare Reform or the
Economy?” Journal of Human Resources 35 (3): 570–86. 


