
BACKGROUND

T
he federal welfare reform of 1996, formally known as the Personal 
Responsibility and Work Opportunity Reconciliation Act, was 
among the most significant domestic policy achievements in 
modern American history.1

Its passage meant that, for the first time, welfare recipients would be 
expected to work toward self-sufficiency and that the welfare bureaucracy’s 
focus would be on facilitating employment rather than simply writing 
checks. For decades prior to the reform’s passage, welfare had essentially 
been viewed as an entitlement. Benefits were offered to qualified 
participants, with few strings attached. But under the new program, 
Temporary Assistance to Needy Families (TANF), beneficiaries were 
required to go to work, search for work, participate in short-term training 
or education, or undergo drug and alcohol counseling.
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Families with Dependent Children (AFDC) program, 
enacted in 1935, was a well-intentioned New Deal 
effort to provide financial assistance to single-parent 
households during the Great Depression. At the time, 
AFDC beneficiaries were mostly widows. By the 1960s 
and 1970s, it had evolved into a gigantic entitlement 
program primarily serving never-married mothers and 
undermining the values of work and family formation.

Numerous reform efforts sputtered before 1996. 
Then, a Republican Congress and a Democratic 
president, Bill Clinton, swept away AFDC, replacing 
it with TANF. TANF was structured as a $16.5 
billion block grant to states, providing them with the 
flexibility to shape their own welfare programs within 
four broad parameters set by the federal government.4

First, and most significantly, able-bodied welfare 
recipients would now be required to work. Caseworkers 
could no longer write checks and let clients languish 
on the rolls. In order to receive their federal block-
grant monies, states had to ensure that 50 percent of 
adult clients receiving assistance met defined work 
requirements.5 Additionally, the reform required that 
states maintain 75 percent of their pre-TANF welfare 
spending, known as their maintenance of effort level, 
in order to receive federal block-grant funds. That 
requirement rose to 80 percent of pre-TANF spending 
for states that did not meet work participation rates.

States could be penalized for not meeting work 
participation rates or maintaining the maintenance of 
effort level but also could receive credit in the form of 
reduced required work participation rates for additional 
spending above the maintenance of effort level.6

Three other key aspects of the reformed program:

•	 Federal TANF benefits were temporary, lim-
ited to five years in a lifetime, beyond which 
states would pay for any continuing benefits.

•	 Clear child-support cooperation rules were 
adopted, compelling single mothers to help 
identify and locate the fathers of their children.7

And it worked. Since 1996, welfare caseloads have 
dropped by more than 50 percent. Millions of 
Americans once consigned to a lifetime of dependency 
have moved into the mainstream culture of work.

Now, however, welfare reform is potentially being 
undercut. In July 2012, the federal Department of 
Health and Human Service (HHS) announced that 
it would begin “encouraging states to consider new, 
more effective ways to meet the goals of TANF, par-
ticularly helping parents successfully prepare for, find, 
and retain employment.” To that end, HHS issued a 
“guidance” memorandum expressing its willingness to 
unilaterally waive existing TANF rules “to allow states 
to test alternative and innovative strategies, policies, 
and procedures that are designed to improve employ-
ment outcomes for needy families.”2 The HHS memo 
undermines TANF’s work rules by:

•	 Doing away with work participation rates 
in some instances; 

•	 Extending periods of education and training;

•	 Liberalizing the counting of subsidized 
employment; and

•	 Discouraging one-time non-assistance 
payments.

The Obama administration said that the change 
was a response to requests by governors for more 
flexibility in administering the program and that 
it was not intended to “waive or dismantle” the 
work requirement.3 But in some key respects, the 
HHS waiver is inconsistent with this statement. 
The language itself signals the agency’s willingness 
to water down the program’s current focus on work 
participation rates as the primary test of each state’s 
compliance with the goals of welfare reform.

HOW TANF HAS SUCCEEDED

The 1996 welfare reform was in large measure a 
corrective to a previous policy failure. The Aid to 
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•	 Assistance in job search, job placement, and 
other crucial support services were regularly 
provided. Where adults failed to comply 
with work rules, their entire family’s TANF 
benefits could be suspended.8

Many states took a “work first” approach, focusing 
on getting people rapidly employed and then using 
the savings resulting from reduced caseloads to help 
clients stay on the job, including by:

•	 Allowing clients to keep more of their earn-
ings before completely losing welfare cash 
assistance;9

•	 Increasing spending on child care and other 
work supports such as transportation, short-
term job training, and ramped-up child-
support collections;

•	 Creating or expanding state earned income-
tax credits, adding significant economic 
benefits to working households (New York 
is a prime example of this approach);10 and

•	 Offering more one-time payments for emer-
gency expenses that could push a family onto 
the full-time welfare rolls.11

The reforms were highly successful. Dire predictions 
of widespread homelessness or families driven into 
poverty were proved wrong. Welfare caseloads 
dropped an average of 50 percent in the first 15 years 
after TANF’s enactment, with decreases in some states 
reaching 85 percent.12 In New York State, the caseload 
fell by nearly two-thirds—from 1.6 million in 1996 
to 564,427 in the most recent 2012 figures.13

The national poverty level did not increase but 
instead fell from 13.7 percent in 1996 to 12.5 
percent in 2007, before beginning to rise thereafter 
because of the prolonged recession.14 Greater 
numbers of poor, single mothers entered the labor 
market than ever before.

In 2005, TANF was reauthorized for five years. In 
response to the actions of some states that weakened 
work requirements by allowing questionable 
activities to qualify as employment, the reauthorizing 
legislation defined 12 categories of activities that could 
be counted toward work participation standards.15

Since 2010, TANF has been temporarily extended 
through a series of continuing resolutions.16 The 
program’s most recent extension was for only six 
months, and it expires on March 27, 2013.17

HOW THE WAIVER COULD UNDERMINE 
WORK RULES

The HHS memo assumes that the agency has 
the administrative authority to waive the work 
participation rate requirement in the law in order to 
test different approaches to holding states accountable. 
But in the 16 years since TANF was enacted, HHS has 
repeatedly turned down waiver requests from states 
regarding work requirements or other provisions of 
the law, stating on each occasion that the agency did 
not have the authority to grant waivers.18 For the 
first three years of the Obama administration, HHS 
adhered to this historical stance. In July 2012, it 
abruptly abandoned it.

Despite the administration’s claims that waivers will 
not be allowed that dilute the emphasis on work, 
some of the specific language can be read otherwise.

Doing away with work participation rates in 
some instances

In at least two sections, the HHS memo uses specific 
language indicating that the agency will approve 
other activities “in lieu of work participation rates,” 
including:

•	 “[P]rojects that test the impact of a compre-
hensive universal engagement system in lieu 
of certain participation rate requirements”;19 
and
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•	 “[P]rojects that demonstrate attainment of 
superior employment outcomes if a state 
is held accountable for negotiated employ-
ment outcomes in lieu of participation rate 
requirements.”20

The clear concern here is that the administrative 
memo could actually lead to an expanded TANF 
caseload by allowing activities that are not governed 
by work participation rates.

Extending periods of education and training

Another permissible waiver would be for “projects 
that test systematically extending the period in which 
vocational educational training or job search/readiness 
programs count toward participation rates, either 
generally or for particular subgroups, such as an extended 
training period for those pursuing a credential.”

“The purpose of such a waiver,” the HHS memo adds, 
“would be to determine through evaluation whether 
a program that allows for longer periods in certain 
activities improves employment outcomes.”

States have tried these approaches before, to little avail. 
That is the main reason that current TANF law limits 
vocational education to 30 percent of the countable 
caseload.21 Able-bodied adults in pre-TANF times 
could languish in training and education programs for 
long periods without actively looking for or finding 
employment.

Liberalizing the counting of subsidized employment

HHS says that it would allow “projects under which 
a state would count individuals in TANF-subsidized 
jobs but no longer receiving TANF assistance toward 
participation rates for a specified period of time in 
conjunction with an evaluation of the effectiveness 
of a subsidized jobs strategy.”22

Subsidized employment is sometimes a useful strategy 
for moving people off welfare because it provides job 

experience and skills in the workplace. But subsidized 
public and private employment is already an allowable 
activity for those receiving TANF assistance. How the 
new requirements differ from current rules and what 
is meant by the phrase “no longer receiving TANF 
assistance” are not clear.

All or a portion of a TANF grant for a subsidized 
job is often given to a private or public employer to 
be passed on to the beneficiary as wages. Those in 
subsidized jobs may no longer technically be counted 
on the caseload, but to say that these households are 
no longer receiving TANF assistance is misleading. 
And, if the subsidized job does not turn into an 
unsubsidized job within a reasonable period of time—
say, six months—then the employer has received 
a free or near-free employee who could ultimately 
return to TANF.

Greater clarity is needed to ensure that subsidized 
employment is not substantially extended while still 
being counted against work participation rates.

Discouraging one-time non-assistance payments

The HHS memo states that the agency “will not 
approve a waiver for an initiative that appears 
substantially likely to reduce access to assistance or 
employment for needy families”—an indication that 
the federal government will not support further efforts 
to help people without adding them to the rolls.

Under current law, under an approach known 
as “diversion,” states can utilize TANF funds 
as one-time payments to meet the short-term 
needs of poor people. These needs include child 
care, transportation, or help paying a utility bill. 
New York has been a leader in providing such 
emergency assistance, helping poor people find 
or keep jobs without having to enroll them in the 
TANF program. Nationally, such “non-assistance” 
expenditures accounted for 70 percent of TANF 
funds in 2009, but recipients of these supports are 
not counted in the TANF caseload.23
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While it may be reasonable to offer states added 
flexibility, it should not be achieved at the cost of 
sacrificing clear, straightforward, and measurable 
work participation rates. Unfortunately, as things now 
stand, the states currently in penalty status for failing 
to meet work requirements and others might jump at 
the chance to be held to more permissive guidelines.

How HHS intends to apply these various changes 
remains unclear. The five-page memo is often vague 
and seemingly contrary in passages that propose 
alternatives to a clear focus on work. For example, 
the memo does not define the phrase “comprehensive 
universal engagement system.” The phrase “superior 
employment outcomes” might be interpreted as 
simply allowing the addition of more people to 
the TANF caseload and assigning them to poorly 
defined activities that may not constitute real work. 
Education and training are worthwhile pursuits, but 
they are not the same as actual work. There is cause 
to worry that the core TANF message of welfare-to-
work could be undermined

STATES ALREADY HAVE GREAT FLEXIBILITY

As noted earlier, while states must provide cash 
benefits to eligible participants, they have great 
flexibility to invest block-grant funds in efforts to 
help people get jobs as well as provide work support 
to those who leave welfare.

States also have leeway to reduce their nominal 
50 percent work participation rate. The federal 
government provides a 1 percent reduction in a state’s 
work rate for each 1 percent decrease in caseload. 
Alternatively, a state can use its own funds to exceed 
maintenance of effort spending. For every $100 
million that states spend over their required level, 
they can reduce their work rate by roughly 1 percent.

HHS defines “maintenance of effort” spending very 
broadly. In New York, for example, nearly $800 million 
of the total amount spent on the state’s counterpart to 
the federal earned income-tax credit (EITC) by itself 
reduces the nominal 50 percent rate to 42 percent.24 

After accounting for all caseload reduction since 2005 
and the additional maintenance of effort spending, 
New York’s effective work participation rate was only 
11.5 percent in 2009.25 Numerous other states take 
advantage of this provision.

In general, this provision has fostered spending on 
programs that help people move from welfare to 
work rather than returning to TANF dependency, but 
it has faced harsh criticism from some members of 
Congress. States may disinvest in certain post-welfare 
supports if their ability to reduce their effective work 
participation rate is repealed, as has been suggested.26

WHAT SHOULD BE DONE TO BUILD ON 
WELFARE REFORM

The next Congress and president should work to-
gether, in the same bipartisan spirit reflected in the 
original 1996 reform, to produce a TANF reauthoriza-
tion law that builds on the success of reform, rather 
than turning back the clock through waivers. Several 
changes to TANF—pursued, preferably, through 
actual legislation or regulation—would help states 
without undermining work participation rates. Pos-
sibilities include:

•	 While the 2005 TANF reauthorization 
tightened the definition of work, it added 
reporting requirements and strict work 
verification provisions that went beyond 
the scope of reasonable federal oversight.27 
Reducing reporting requirements and greatly 
altering work-verification reporting through 
technology, such as finger imaging to verify 
attendance at activities, would allow states to 
focus less on compliance and more on moving 
beneficiaries into meaningful employment.

•	 State TANF programs work diligently to 
enroll disabled adults in the Federal Supple-
mental Security Income (SSI) program. But 
some people who do not meet SSI eligibility 
rules also cannot meet the 30-hour weekly 
TANF work requirement. As disability ad-
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vocates clamor for work rights under the 
Americans for Disability Act, the federal 
TANF program should grant partial credit 
for at least 15 hours of work by those who 
qualify as borderline-disabled.

•	 Assessing the “work readiness” of those newly 
eligible for TANF assistance is time-consum-
ing. Furthermore, there is currently no allow-
ance made for the time it takes to develop an 
individualized plan for moving beneficiaries 
into short-term activities that will ultimately 
lead to employment. To solve this problem, 
the first 45 days of TANF eligibility should 
be exempted from the rate requirement.

•	 The 90 percent work participation rate 
requirement for two-parent, intact families 
on TANF should be legislatively eliminated 
and conformed to the 50 percent rate for 
singles and all-family households. The 90 
percent rate is unattainable and conflicts with 
two other TANF goals: marriage and family 
formation. Why give low-income couples a 
financial disincentive to marry?

CONCLUSION

Some leading congressional Republicans have 
challenged HHS secretary Kathleen Sebelius’s 

legal authority to unilaterally waive existing TANF 
requirements. Legislation to overturn the waiver 
authority passed the House but not the Senate.28

Moreover, the Government Accounting Office says 
that HHS’s issuance of the change as an administrative 
memo circumvents the normal requirement for public 
and congressional comment on such regulatory 
changes.29 While the dispute over the legality of 
the department’s action continues—and could even 
result in litigation—the department’s offer to waive 
the established TANF work guidelines will remain in 
effect. The intense scrutiny of this backdoor action 
may force meticulous review of any state proposal 
to alter the program rules, if any are submitted. But 
the risk remains that some of the progress of the past 
15 years will be squandered. If the new HHS policy 
survives a potential legal challenge and ongoing 
congressional challenges, it is hard to see how it 
would not undermine the clear work participation 
rates in TANF.

When the latest TANF extension expires in late March 
of 2013, Congress should fully reauthorize the pro-
gram, making necessary changes and maintaining the 
measurable focus on work. Returning to the old days 
of welfare—when virtually any assignment counted 
as work—is a step in the wrong direction and a truly 
bad idea.
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