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Abstract 

This paper evaluates the effects of “welfare-to-work” programs.  Of interest are the stringency of 

work related activity requirements, whether or not work related activity requirements are on a 

case by case basis, and whether or not mandatory job search assistance programs exist.  The 

outcomes on which I evaluate the effects of these policies are income, proportion of individuals 

who are not working, and proportion of individuals who are working full time.  The effect of 

mandatory job search assistance programs is negligible and negative in all cases.  I find a dual 

effect of stringency of work related activity requirements and work related activity requirements 

on a case by case basis, leading to increased levels of income and full time employment but 

decreased levels of employment overall.  This suggests a cyclical effect whereby TANF 

recipients are forced into full time labor but soon exit the labor force.  I hypothesize that this is 

due to job mismatch, as TANF recipients do not have time to find a job that is a good match for 

them. 
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I. Background Information 

In 1935, Franklin Delano Roosevelt passed the Social Security Act as part of the new 

deal.  Included in the Social Security Act was the Aid to Families with Dependent Children 

(AFDC) program, a welfare program intended to provide cash assistance to families with low or 

no income.  AFDC was an entitlement program, meaning that those who met the qualifications 

(at least one child under the age of 18 and low or no income) were entitled to benefits.  AFDC 

was a federal program, so all eligibility requirements and benefit levels were set by the federal 

government.  Some of the criticisms of AFDC were based on the incentives it provided.  

Families could stay on AFDC for a long time with no penalties, which discouraged parents from 

finding jobs.  Workforce participation was also discouraged by the disparity in low wage job 

earnings and AFDC payments, since AFDC payouts tended to be higher.  Also, the program 

encouraged childbirth if having a child would qualify the family for benefits.  Finally, AFDC 

payments were not enough to bring families out of poverty.  Partly because recipients did not go 

back to work, the program was expensive for the government to maintain.  

   

In the early 1990's, the federal government began granting waivers to state governments.  

These waivers allowed states to enact pilot programs intended to test modifications to the AFDC 

eligibility requirements and benefit levels.  States experimented with different aspects of AFDC 

policy, including increased earnings disregards (allowing some earned income to be disregarded 

in benefit eligibility and amount determinations), time limits on benefits, work related activity 

requirements, job search assistance, skills training programs, increased child support, and health 

care.  Each state was required to document the changes and conduct a study on their 

effectiveness.  
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In 1996, the Personal Responsibility and Work Opportunity Reconciliation Act 

(PRWORA) was passed by the Clinton administration.  Part of PRWORA was the Temporary 

Assistance for Needy Families (TANF) program.  The TANF program was passed in response to 

the sudden increase in waiver grants over the previous four years.  Instead of being a federal 

entitlement program like AFDC, TANF was a federal block grant to states.  This means that each 

state received a set amount of federal funding, but was allowed to determine their own eligibility 

requirements and benefit levels.  TANF did have some federal stipulations, such as a 60 month 

time limit for lifetime benefit receipt.  Some states have implemented more stringent time 

limitations, and some states have extended this time limitation, but funding for extended receipt 

of cash assistance must come from the state.  Additionally, TANF requires states to ensure 

that 50% of all families and 90% of two parent families receiving welfare have one family 

member who is either employed, engaging in a job search, or receiving skills training.  Failure to 

meet this level results in a reduction of federal funds.  But, if a state reduces the percentage of 

families receiving benefits below the 2005 level, it receives a caseload reduction credit, which 

loosens the employment requirements.  

   

Most of the determination of eligibility requirements and benefit levels was left to each 

state.  This includes, among other things, the policies that states experimented with when they 

were granted waivers under AFDC.  Studies conducted since waivers were granted and since 

TANF was implemented have found varying levels of positive impact among these policies.  

Some of the more important changes are described here:    

• Increased earnings disregards  
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• In theory, increasing earnings disregards will provide an incentive for cash 

assistance recipients to work.  Under AFDC, some parents would choose not to 

look for work because they would lose their benefits if their income exceeded a 

certain amount.  By increasing earnings disregards, TANF recipients can both 

work and receive cash assistance, which will hopefully lead to decreased 

caseloads, as families become more independent.  

• Time limits  

• Time limits are intended to increase employment, as well.  Termination of cash 

assistance to families who have exceeded the implemented time limits encourages 

parents to find work in order to support themselves and their families. Some states 

will still provide a lower level of cash assistance for extended periods of time 

when it is deemed necessary by the state.  Time limits work especially well in 

conjunction with other reforms, such as job search assistance and educational 

programs, because parents can receive cash assistance while searching or training 

and become independent afterwards.  Time limits also reduce caseloads, since 

some families are no longer eligible after a certain period of time.  

• Work related activity requirements  

• By requiring TANF participants to engage in work or work related practices, 

employment is encouraged, leading to greater levels of self-sufficiency and 

decreased caseloads.  Again, this stipulation functions best when combined with 

other policies, such as job search assistance and educational programs which 

allow less skilled workers to find work and meet this requirement.  Increased 
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earnings disregards also work well with work related activity requirements, since 

participants can enter the labor force and still be receiving transitional assistance.  

• Job search assistance and training programs  

• Many states implemented mandatory or optional public job search assistance and 

skills training programs in order to provide cash assistance recipients with the 

opportunities to become self-sufficient.  Though these programs can be costly, 

they can theoretically reduce caseload magnitude by transitioning families from 

cash assistance to the workforce, thus potentially saving states money in the long 

term.    

 

As witnessed by the policies enacted under TANF, some of the major federal and state 

goals of TANF were to increase employment, decrease caseloads, and increase income among 

the poor.  The goals of many of the studies conducted after the passage of PRWORA were to 

determine whether TANF was making a significant difference in these areas.  

 

The question I wish to answer focuses on these state determined policies: how do policy 

changes under TANF affect employment rates and income of past and present cash assistance 

recipients?  Specifically, since investigations into time limits and earnings disregards have 

dominated the literature of the past ten years, I wish to investigate the effects of work related 

activity requirements and mandatory job search assistance programs.  I expect that work related 

activity requirements and mandatory job search assistance programs will increase levels of 

employment across the board.  Though one might hypothesize that income would increase 

because more cash assistance recipients are working, one might also hypothesize that, because of 
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work related activity requirements, welfare recipients are accepting the first job that is offered to 

them, and therefore may not be waiting for the highest paying job or the job that best fits their 

skill set.  These counteracting effects may cause higher initial income, but lower income, and 

perhaps lower employment, in the long term.  
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II. Literature Review 

Much research has been done on the nature and effects of the TANF reforms.  Two 

resources, in particular, shed light on the nature of the TANF reforms by providing systemic 

qualifications and quantifications of what these reforms entail. 

 

The Temporary Assistance for Needy Families Program (Moffitt, 2002) explains the 

TANF program using studies that have already been conducted.  Beginning with a history of 

AFDC and TANF, including rules, goals, and changes, Moffitt goes on to explain the changes in 

caseload and expenditures between AFDC and TANF.  In the 1970's, there was a vast increase in 

AFDC caseload and expenditures, which leveled out just after 1980.  When TANF was 

implemented, there was a drastic decrease in caseload.  Moffitt also points out the changes in 

recipient characteristics over time, with widows receiving a greater percentage of welfare 

benefits early in the program and those who were never married receiving more recently. 

 

Moffitt then reviews AFDC literature, pointing out the pros and cons of the program and 

citing the problems that led to the passage of PRWORA.  Moffitt also reviews TANF literature, 

but does so with a grain of salt.  He considers the program (in 2002) to be still in a state of 

transition, and therefore does not entirely trust previously published results.  He agrees that 

TANF represents an improvement over AFDC, but questions the validity of any conclusions that 

have been made. 

 

This paper is a good reference on TANF's rules, stipulations, goals, and short term 

successes and failures.  It serves, also, as a good reference on AFDC and compares the two 
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programs in truly descriptive and non-analytic form; it does not, like many sources, conduct its 

own study to answer an unanswered question. 

 

In large part, the analytical research on the effects of TANF policies done soon after 

TANF was implemented was general, evaluating the effects of a state having implemented 

TANF or having had a waiver granted under AFDC.  For example, the paper What Has Welfare 

Reform Accomplished? Impacts on Welfare Participation, Employment, Income, Poverty, and 

Family Structure (Blank and Schoeni, 2000) examines the general effects of waivers and TANF 

implementation on caseload, employment, income, and family structure of women ages 16 – 54.   

 

To carry out this analysis, Blank and Schoeni group the observations into bins by state, 

year, education level (less than 12 years, 12 years, more than 12 years), and age (16-25, 26-34, 

35-44, 45-54).  This style of grouping serves as a model for the groupings used in my 

investigation.  The independent variables in their analysis take the form of 2 dummy variables, 

one for TANF implementation (1 if TANF was implemented, 0 otherwise) and one for waiver 

status (1 if the state had a major waiver in effect, 0 if it did not).  If TANF was implemented in 

the state and year of a group, the waiver dummy variable is set to 0, since TANF relaxed the 

restrictions the waivers waived.  The data that Blank and Schoeni use is from the March Current 

Population Survey from 1977 - 1999. 

 

Blank and Schoeni find that implementation of waivers is correlated with a decrease in 

welfare participation by about 10%, but also with an increase in the share of women working by 

about 2%, as well as an increase in the time spent working.  Additionally, women's annual 
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earnings increased by 5.03% due to waivers, but this increase is not statistically significant 

among women who were already working.  Family income also increased by about 6%, which 

led to a 9% decrease in the poverty rate among women. 

 

The TANF estimations were more difficult, since there was less data available (the paper 

was written in 2000; the latest TANF implementation was in 1998).  Blank and Schoeni find that 

there were significant reductions in poverty and welfare use and significant increases in earnings 

and income among the less skilled workers, but not as much among the skilled workers.  

 

Blank attempts to consolidate general studies of this type in Declining 

Caseloads/Increased Work: What Can We Conclude About the Effects of Welfare Reform? 

(Blank, 2001).   The article is an investigation into the effects of three major events of the 1990's: 

the passage of PRWORA, the strong economic boom (accompanied by record low 

unemployment rates), and the passage of policies intended to aid the working poor such as the 

Earned Income Tax Credit (EITC) and an increase in the minimum wage.  This article does not 

perform its own study; rather, it uses results of past studies.  Blank thinks these events have 

contributed to the reduction in welfare caseloads, increases in work, and declines in poverty.  

The intention of the paper is to evaluate simply the effects of PRWORA, but Blank admits that it 

is hard to separate these effects from those of the other two events, especially since there is an 

endogeneity problem.  This problem arises because the economic boom, the passage of 

PRWORA, the EITC, and the increase in the minimum wage might be correlated.  Blank also 

acknowledges the problem that not all the changes of the program had taken effect at the time 

she authored the paper, such as time limits. 
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Blank points to many studies that show that the implementation of waivers had less of an 

effect on caseload reduction than TANF, but that the state of the economy had an equal effect on 

caseload reduction to TANF.  But, after the implementation of TANF, it seems that the economy 

has less of an effect than before TANF implementation, and the effect of policy grew.  The 

effects of TANF are especially strong among low skilled workers.  Blank goes on to suggest 

some research questions that might prove fruitful, such as looking at specific program 

parameters, seeing what happens in a time of economic downturn, looking at broader measures 

of well-being, and looking at the effects of these programs on women of color. 

 

A more targeted look at TANF reforms focuses on Maryland and Missouri in an attempt 

to determine the characteristics of those entering welfare, those on welfare, and those leaving 

welfare, as well as the effects on employment after leaving welfare.  The Impact of Welfare 

Reform On Leaver Characteristics, Employment, and Recidivism: An Analysis of Maryland and 

Missouri (Mueser, Stevens, and Troske, 2007) first describes the differences between the two 

states in terms of employment characteristics, economic characteristics, racial makeup, and other 

important factors. 

 

The authors conduct analyses concerning the place of employment and other 

characteristics of welfare recipients before and after their time on welfare.  Next, they do a probit 

regression on return to welfare within two years in Maryland using race, number of children 

under 18, time on welfare in the past two years, time working in the past two years, county 
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unemployment rate, location, and earnings in quarter after leaving welfare as independent 

variables. 

 

The analysis in Missouri is similar, except the independent variables are years of 

education, age, and age of youngest child.  It is unclear why there is a change in variables for 

Missouri versus Maryland.   

 

The authors find that there is little change in the characteristics of those entering, on, and 

leaving welfare before and after reforms.  They find that all of those involved with welfare are 

more likely to be employed after reforms.  They also find, though, that earnings of those entering 

and leaving welfare have not changed after reforms, and likewise, the type of firm employing 

those who have left welfare is similar before and after reform.  The last finding is that there has 

been a significant decline in the proportion of welfare recipients who return to welfare after 

leaving it.  

   

In addition to general evaluations of the effects of TANF, some studies also consider the 

effects of the Earned Income Tax Credit in addition to TANF.  Welfare Transitions in the 1990s: 

The Economy, Welfare Policy, and the EITC (Grogger, 2004) examines the effects that welfare 

reform, the state of the economy, and the EITC have had on welfare entry and exit and 

caseloads.  Grogger focuses on the period from 1986 – 1999, and includes only women ages 15 - 

54 with a high school diploma or less. 
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Grogger measures the state of the economy with unemployment rate and 25th percentile 

weekly wage by state of residence and year.  Welfare reforms are measured with two dummy 

variables: one takes a value of 1 if either waivers or TANF has been implemented in the state and 

year in question; the other takes a value of 1 if TANF has been implemented in the state and year 

in question.  Welfare policy is also measured with a variable representing the maximum possible 

benefit for a family of three.  EITC generosity is measured by initial credit and maximum 

subsidy rate.  

   

Grogger seeks to find the probability of a transition to or from welfare by regressing on 

these economic, welfare policy, and EITC variables listed above, while controlling for individual 

characteristics and time usually spent on welfare. He finds that welfare policy, the economy, and 

the EITC all had significant effects on decreasing caseloads, though the implementation of 

TANF and the EITC had the greatest effects.  In particular, most of this decrease is attributable 

to a reduction in welfare entries, which might be largely due to the EITC.  Increases in exits, 

though smaller, were still significant, and are attributable to decreases in unemployment and the 

implementation of TANF.  

   

Another paper that investigated the effects of an earnings subsidy (such as the EITC) is 

The Dynamic Effects of an Earnings Subsidy for Low-Income Welfare Recipients: Evidence 

From the SSP Applicant Experiment (Card and Hyslop, 2006).  In this study, Card and Hyslop 

use the Self Sufficiency Project (SSP) Applicant Experiment.  This Canadian experiment 

selected a random group of new welfare entrants and told them that they would receive a 

generous earnings subsidy if they left welfare and found work after staying on welfare for at least 
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one year.  The idea behind this was that only those who had a prolonged stay on welfare should 

be eligible for the earnings subsidy, as those who were on welfare for less than a year might not 

need it.  Card and Hyslop hypothesize that these rules will give incentive to welfare recipients to 

stay on welfare for at least a year and then find work in the one to two years after they fulfill the 

one year waiting period.  

   

Card and Hyslop use as independent variables potential eligibility for the earnings 

subsidy, a sequence of dummy variables denoting entitlement to SSP subsidy for each month up 

to the last month of potential entitlement, and a sequence of dummy variables denoting subsidy 

participation in each month from the month after the one year waiting period up until 72 months 

after the one year waiting period.  

   

Card and Hyslop find that there was increased welfare usage during the one year waiting 

period but an exodus from welfare after that waiting period was over.  This is in accordance with 

their predictions, and supports the use of earnings subsidy programs. 

   

This study, like Grogger’s, does not attempt to answer a question of pure correlation.  

Instead, it investigates welfare dynamics.  This question is not whether policy changes affect 

overall participation in welfare programs, but how participants move to and from welfare 

participation as affected by the policy changes.  Though similar, this is not the same question as 

many other authors ask. 
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More recently, researchers have begun to ask how specific facets of state TANF programs 

affect outcomes such as employment, income, and state welfare caseload.  The Impact of 

Earnings Disregards on the Behavior of Low Income Families (Blank and Matsudaira, 2008) 

investigates the effects of earnings disregards on labor supply and income. 

 

Blank and Matsudaira define two variables in each state: t, the benefit reduction rate, and 

G, the maximum benefit level.  A woman who does not work (has no earned income) receives G 

as her benefit.  For each dollar a woman earns, she actually receives (1-t) dollars, because 

benefits are taxed away at a rate of t.  B is the breakeven point, at which a woman will receive no 

benefits. 

 

Blank and Matsudaira use data from the Outgoing Rotation Group (ORG) from the 

Current Population Survey.  Since this data does not have information on public assistance, they 

supplement it with data from the March CPS supplement.  They also use data from the Survey of 

Income and Program Participation (SIPP) to test the robustness of their results.  They focus on 

single mothers ages 18 - 54 who are living with children 18 and younger.  Their study includes 

five dependent variables and controls for the unemployment rate, state welfare policy parameters 

by state and year, and family and individual characteristics.  The five dependent variables are a 

dummy variable for whether or not the woman is employed, a continuous variable measuring 

hours of work per week, total income, cash welfare income and a dummy variable for whether or 

not the woman is on welfare. 
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Blank and Matsudaira expected higher earnings disregards to increase income, but the 

study showed that this effect was not present.  Also, there was no evidence that women were 

more likely to stay on public assistance in states with higher earning disregards.  Additionally, 

there was no effect on public assistance income by increased earnings disregards.  Blank and 

Matsudaira conclude that women who work are not taking advantage of the earnings disregards, 

and this explains the lack of effect on income, participation rates, and public assistance income.  

 

A similar study, done on time limits instead of earnings disregards, is The Effects of Time 

Limits and Other Policy Changes on Welfare Use, Work, and Income Among Female Headed 

Families (Grogger, 2001).  Using family level data from the March CPS, Grogger controls for 

welfare reform (whether or not a state has implemented waivers or TANF), generosity of the 

EITC for each family, maximum welfare benefit, minimum wage, unemployment rate, mother's 

education level, age, race, and number of children.  The independent variables of interest, in this 

study, are time limits (a dummy variable that takes a value of 1 in years after time limits were 

implemented, 0 if time limits were not implemented, and a fraction corresponding to the 

proportion of the year that time limits were in effect if they were implemented in that year) and 

time limits interacted with age of the youngest child (since, according to Grogger, families with a 

younger youngest child might save their benefits, while a family with an older youngest child 

might use them since they will not be available once the child turns 18).  

 

Grogger finds that, in families with younger youngest children, reduction in welfare 

usage due to time limits is significantly greater than reduction among families with older 

youngest children.  Time limits had a positive effect on employment, and families with younger 
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youngest children had greater increases in employment than those with older youngest children.  

Time limits had no significant effect on the labor supply.  Grogger explains this by claiming that 

those under duress of time limits might accept a job that is not as good a match as a job they 

might accept were they not under duress of time limits; thus, they are more likely to leave this 

job sooner.  These competing effects yield a net labor supply effect that is insignificantly 

different than zero.  Grogger uses this logic to explain the insignificant effect of time limits on 

earnings, as well, adding that welfare recipients might accept lower paying jobs if they are under 

duress of time limits.  Time limits also have no significant effect on income (the distinction 

between earnings and income being that earnings come only from employment; income includes 

welfare sources, etc.).  Grogger suggests that, since welfare use declines with time limits 

(perhaps lowering income) and time limits have no significant effect on earnings, this extra 

income is coming from other transfer programs, such as Supplemental Security Income.  

 

An example of a paper (of which there are few) that focuses on work policies, like my 

focus, is How Welfare and Work Policies Affect Employment and Income: A Synthesis of 

Research (Bloom and Michalopoulos, 2001).  In this paper, Bloom and Michalopoulos 

synthesize previous research in an attempt to find out how mandatory employment services, 

earnings supplements, and time limits affect employment and income.   

   

To investigate mandatory employment services, Bloom and Michalopoulos split the 

observed state programs into four groups: those that required job search first, those that required 

education first, those that required both with a focus on employment, and those that required 

both with a focus on education.  They analyze the earnings of the welfare participants in the state 
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programs that fall into each of these groups and analyze government spending on different 

programs.  

   

In their investigation of earnings supplements, the authors observe how different 

programs encourage employment through earnings supplements in programs that have only 

earnings supplements and programs with both earnings supplements and employment services.  

They also look at how these differently structured programs affect income and employment 

stability.  

   

Next, to determine the effects of time limits, the authors study the effect of termination 

time limits (benefits end after a certain period of time) and reduction time limits (benefits are 

reduced over a certain period of time) on employment, income, and welfare use.  

   

Bloom and Michalopoulos find that, though implementation of mandatory employment 

services was effective, the most effective programs were those that mixed mandatory 

employment and training services, as well as emphasizing the need to find a job.  Additionally, 

they found that time limits do not necessarily force hardship upon those who might need 

welfare.  They also found that earnings supplements increase work and make children and 

families better off.  

  

Though literature on the subjects of time limits and earnings disregards has been 

relatively comprehensive, the literature on work policies has been significantly less 

comprehensive.  Additionally, the young age of TANF means that just a few years of extra data 
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can yield significantly different results.  I aim to fill this gap by investigating the effects of work 

policies using data from 1999 to 2007, a subject and time period combination that is, to my 

knowledge, largely unexplored. 
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III. Methods 

 

A. Description of Data 

Most of the data I will use come from the Current Population Survey1.  Specifically, the 

variables in which I am interested are part of the March CPS supplement.  The March 

supplement focuses on socioeconomic indicators such as income, public benefits, and other 

poverty related variables.  The CPS is an individual level survey with data on households and 

families, as well.  Each observation is an individual, but the household and family level variables 

are uniform across households and families, respectively.  Though each randomly selected 

subject is interviewed twice (with the interviews occurring one year apart), the CPS is typically 

treated as cross sectional, rather than as a panel survey.  The CPS will predominantly yield 

control variables, including variables such as age, education level, race, and other individual 

descriptor variables, as well as yielding both dependent variables, income and employment level. 

 

Data on welfare programs comes from the Welfare Rules Database2.  The WRD has 

tables detailing TANF policies indexed by state and year such as time limits, maximum benefit 

levels, maximum income levels, and my independent variables of interest, work related activity 

requirements and the existence of mandatory job search programs. 

 

                                          

1 http://www.census.gov/cps/ 

2 http://anfdata.urban.org/WRD/maps.cfm 
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Lastly, I gathered economic indicator variables as controls.  Indexed by state and year, I 

found unemployment rates via the Bureau of Labor Statistics3 under the heading “Local Area 

Unemployment Statistics (LAUS).”  Also indexed by state and year, I found minimum wage 

rates for 2000 – 2007 via the Department of Labor4, supplemented by rates from 1999 found in a 

Fiscal Policy Institute paper5 citing the Department of Labor. 

 

B. Data Cleaning 

 

To clean the CPS data, I began with year specific data files.  I split the data into two 

groups: years 1999 – 2002 and years 2003 – 2007.  This is because in 2003, race variables were 

recoded to be more specific and more open to mixed race subjects.   

 

For each of the two groups, I created two new dummy variables to indicate if the 

respondent was black, Hispanic, both, or neither.  Then, I created a series of three dummy 

variables corresponding to work status (not working, part time, or full time), three dummy 

variables corresponding to education level (did not finish high school, completed high school but 

went no further, and had some education after high school), and four dummy variables 

corresponding to age (16-25, 26-34, 35-44, 45-54).  Next, I collapsed the data by the education 

dummies, age dummies, and state, taking the mean of all the other variables (Hispanic dummy, 

black dummy, work status dummies, and income). 

                                          

3 http://www.bls.gov/data/ 

4 http://www.dol.gov/esa/whd/state/stateMinWageHis.htm 

5 http://www.fiscalpolicy.org/FPISmallBusinessMinWage.pdf 
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To proceed, I formed one large dataset from all the year specific datasets.  I then took the 

unemployment and minimum wage data, indexed by state and year, and merged them into the 

welfare program characteristic dataset, which is also indexed by state and year.  Next, I took this 

merged dataset and merged it into the larger dataset containing the variables listed above 

(education, age, income, etc.). 

 

At this point, I created variables for the welfare program characteristics.  The first is a 

mandatory job search dummy variable indicating the existence of a mandatory job search 

assistance program.  Next, I made a series of dummy variables corresponding to time limits (0-

24 months, 25-36 months, 37-48 months, 49-60 months, and no time limit).  I did not make this a 

continuous variable in order to account for the existence of states without time limits.  I also 

made two continuous variables, one corresponding to the maximum income a family of three can 

receive and still be eligible for benefits, and one corresponding to the maximum benefit level a 

family of three with zero income can receive.  These, together, represent earned income 

disregards.  Then, I made a continuous variable corresponding to work related activity 

requirement (in hours) that takes a value of 0 if work related activity requirements are on a case 

by case basis.  Finally, I created a dummy variable that indicated implementation of work related 

activity requirements on a case by case basis.  These observations took a value of 0 in the 

continuous variable corresponding to hours of work required per week. 

 

I then adjusted all monetary variables for inflation, since each value was given in nominal 

dollars, putting them all in terms of 2007 dollars. 
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Next, I created two series of dummy variables: one corresponding to state and one 

corresponding to year.  I then took every variable and weighted it by the number of individuals 

contained in the observation (since each observation was an aggregated observation for all 

individuals sharing the same state, year, age level, and education level). 

 

Finally, I took variables that were to be interacted with each of the three education 

dummies and created interaction variables to be regressed upon6. 

 

C. Description of Variables78 

One characteristic of each state program which is of interest in this study is the stringency 

of work related activity requirements directed towards single parent head of households.  For 

some states, work related activity means employment specifically, while for some states, work 

related activity is a broader category, containing one or more of the following: education, 

training, community service, and employment searches.  Work related activity requirements are 

included in my analysis as hours per week.  Some work related activity requirements are on a 

case by case basis, and for these observations, the variable corresponding to work related activity 

requirements takes a value of 0.  To compensate for this, I have included a dummy variable 

indicating whether or not work related activity requirements are on a case by case basis. 

 
                                          

6 Ala Blank and Schoeni 2001 

7 See Table 2 for means, standard deviations, minimums and maximums of each variable 
8 Means of CPS variables refer to weighted means, using the number of individuals in a 
given bin as weights.  This provides a truer estimate of the population mean by weighting 
observation bins with more individuals more heavily 
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Out of all the observations, 16.78% determined work related activity requirements on a 

case by case basis.  For those that did not use case by case determination, the mean work 

requirement was 29.85 hours per week, with a standard deviation of 4.86 hours per week, and the 

median was 30 hours per week.  Thirty hours per week was by far the modal work related 

activity requirement, with 49.24% of the observations requiring 30 hours per week when those 

on a case by case basis were included in the calculation, and 59.16% of the observations 

requiring 30 hours per week when those on a case by case basis were not included (226 

observations).  The minimum work related activity requirement was 18 hours per week (Hawaii 

in 1999 – 2001), and the maximum was 40 hours per week (New Jersey in 2004 – 2007, 

Michigan in 2002 – 2005, Wisconsin in 1999 – 2007, Iowa in 1999 – 2007, Nebraska in 1999, 

Maryland in 2005 – 2006, and Tennessee in 1999 – 2006).  Neither of these values was notably 

far out of the ordinary. 

 

The mean work related activity requirement (not including observations using case by 

case determinations) has been increasing each year, except from 2006 to 2007 (decrease of about 

.35 hours per week) and 2002 to 2003 (stayed constant).  See Figure 1 for a plot of mean work 

related activity requirement by year. 

 

By region, mean work related activity requirements vary quite a bit.  New England has, 

by far, the lowest mean work related activity requirement with a mean of 26.59 hours per week.  

The East South Central region has the highest, with a mean of 32.15 hours per week, 

significantly higher than the mean for New England.  Six out of the nine regions have means 
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lower than 30 hours per week.  See Figure 2 for a graph of mean work related activity 

requirement by region. 

 

Though the proportion of states with case by case work related activity requirements 

varied by year, there was no significant trend, with the proportion attaining a maximum in 2004 

(19.61% of states had case by case requirements) and a minimum in 2007 (13.73% of states).  

See Figure 3 for a plot of proportion of states with a case by case work related activity 

requirement by year. 

 

The other welfare policy characteristic of interest in this study is the existence of a 

mandatory job search at application for TANF benefits.   Note that some states will exempt 

certain applicants from the job search. 

 

Of the observations, 34.86% required a job search at application.  As seen in Figure 4, the 

prevalence of mandatory job searches seems to be increasing with time.  Twenty-four states 

never, over the course of the 9 years, had mandatory job search requirements, while 9 states had 

mandatory job searches each of the 9 years. 

 

New England and the Pacific region had the lowest proportion of observations with 

mandatory job searches, as seen in Figure 5.  The East North Central and South Atlantic regions 

had the highest proportion of observations with mandatory job searches. 
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The maximum monthly benefit level is the maximum amount a family of three with no 

income can  receive each month in the given state and year via the TANF program (in 2007 

dollars). 

 

The mean maximum monthly benefit level is $460.52, which would yield an annual 

income of $5,526.24, and the median is $436.72 ($5,240.64 annually).  The standard deviation of 

maximum monthly benefit level is $171.92, with 50% of the observations falling between $336 

and $562.38.  The smallest maximum monthly benefit level was $170 (Mississippi in 2007), and 

the largest was $923 (Alaska in 1999).  This maximum monthly benefit for Alaska (and indeed 

the maximum monthly benefit for Alaska for each year) was quite large, with the next highest 

non-Alaskan value being $795.52 (California in 2003).  The value for Mississippi was closer to 

the range of normal values. 

 

The maximum monthly income limit is the maximum income (in 2007 dollars) the family 

can receive in a month to still be eligible for benefits.  Note that this maximum monthly income 

limit does not take into account any income disregards (such as earned income disregards, 

childcare disregards, etc.), and assumes that the family is a family of three and that the primary 

recipient is employed.  Note also that being deemed eligible does not guarantee benefits; it 

simply means that the family does not exceed the income eligibility requirement. 

 

The mean maximum monthly income limit is $820.97, which corresponds to an annual 

income of $9,851.64, and the median is $763.20 ($9,158.40 annually).  The standard deviation of 

maximum monthly income limit is $357.02, with 50% of the observations falling between 
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$577.43 and $1,090.30.  The smallest maximum monthly income limit was $0 (Wisconsin in 

1999 – 2007), and the largest was $2,034.36 (Hawaii in 1999).  The maximum monthly income 

limit for Wisconsin means that if the primary recipient is employed, they cannot receive benefits 

in Wisconsin (though case-by-case determinations of eligibility are made for those participating 

in part time work and community service jobs)9.  The next lowest maximum monthly income 

limit was $231.65 (Alabama in 2003).  The maximum monthly income limit for Hawaii in 1999 

(as well as each other year) was quite large, with the next highest non-Hawaiian value being 

$1,584.70 (Rhode Island in 1999). 

 

The time limit is the longest period of time (in months) an individual can be on cash 

assistance in the course of their lifetime.  Time limits are represented as a set of dummy variables 

corresponding to the observation having a time limit of 0-24, 25-36, 37-48, 49-60, or 60+ 

months, respectively.  This variable was made into a series of dummies instead of a continuous 

variable to account for the existence of states which do not have time limits. 

Not including the observations with no time limit, the mean time limit was 54.85 with a standard 

deviation of 11.63.  The minimum time limit was 21 months (Connecticut in all years) and the 

maximum was 60 months (multiple states). The median was also 60 months, as over 81% of the 

observations had a time limit of 60 months (again, not including those with no time limits).  This 

is because 60 months was the federally mandated time limit, meaning that if a recipient is 

receiving benefits for longer than 60 months, the state’s contribution to the recipient’s benefits 

are unmatched by the federal government. 

 

                                          

9 Welfare Rules Database 
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Employment level measures are a series of three continuous variables: the proportion of 

individuals in a given observation who are not working, the proportion who are working part 

time, and the proportion who are working full time.  “Not working” corresponds to CPS 

responses of “Not in labor force,” “Not at work – full time usually,” “Not at work – part time 

usually,” “Unemployed full time” (i.e., without work and looking for full time work), and 

“Unemployed part time” (without work and looking for part time work).  “Working part time” 

corresponds to CPS responses of “Part time for economic reasons, usually full time,” “Part time 

for non-economic reasons, usually full time,” “Part time, usually part time for economic reasons” 

and “Part time, usually part time for non-economic reasons.”  “Working full time” corresponds 

to CPS responses of “Full time (35+ hours), usually full time,” “Full time for economic reasons, 

usually part time,” and “Full time for non-economic reasons, usually part time.” 

 

Overall, 37.8% of individuals in the observations were not working.  Part time workers 

accounted for 20.8% of individuals, and full time workers accounted for 41.4% of individuals.  

As seen in Figures 6, 7, and 8, the proportion of individuals not working has increased over the 

years, while both the proportion of individuals working part time and the proportion of 

individuals working full time have decreased over the years.   

 

Regionally, there is not a great deal of variation in average work statuses (refer to Figure 

9).  Only the Middle Atlantic and the East South Central regions had higher levels of people not 

working than those working full time, and in all regions, the proportion of people working part 

time was significantly lower than the proportion of people working full time or not working. 
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Table 3 shows that, as expected, those without a high school diploma tend to be not 

working significantly more often than those with only a high school diploma or those with some 

higher education.  Those with a high school diploma are also more likely to be not working than 

those with some higher education, and full time employment rates are highest among those with 

some higher education. 

 

Yearly earned income is the dollar value of income earned from salary and wages in the 

last year (i.e., interest income and other unearned income do not count). 

 

The mean income is $16,356.63, with a standard deviation of $9,897.359.  Median 

income is $14,400.  Minimum income is $0, and maximum income is $64,228.5.  Figure 10 

shows that income is skewed to the right, as is to be expected. 

 

D. Simple Linear Regressions 

 In order to take a preliminary look at the possible relationships we might find between the 

dependent variables and the independent variables of interest, I have conducted uncontrolled 

linear regressions on these variables.  For each dependent variable, I conducted one regression on 

work related activity requirements, one on existence of a mandatory job search, and one on 

both.10 

 

 In each case except the regressions on proportion of individuals working full time, none 

of the coefficients of interest were significant.  In addition, joint hypothesis tests on the two work 

                                          

10 See Tables 4, 5, and 6 
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requirement variables showed that they were not significant.  While these regressions are only 

preliminary and are uncontrolled, this implies that work related activity requirements and 

mandatory job searches have no effect on income or proportion of people working.  This is 

counter-intuitive to the goals of the program requirements. 

 

 In the regressions on proportion of individuals working full time, mandatory job searches 

were extremely significant and positive, though work related activity requirements were still 

insignificant.  This might indicate that mandatory job search requirements increase levels of full 

time employment. 

 

E. Description of Analysis 

 

a. The Model 

 

The model is a multiple linear regression of the following form: 

 

Yi
AEST = B0 + B1X1

ST*EDUC + B2 D1
ST*EDUC + B3 D2

ST*EDUC + B4,5,…,10Pj
ST*EDUC + 

B11,12Ek
ST*EDUC  + B13,14,…,21Cm

AEST + GS + GT + eAEST, 

 

where:  

Yi
AEST is the dependent variable, either: 

• Employment level, measured with three (i = 1, 2, 3) continuous variables: proportion of 

women in the bin who are not working, proportion of women in the bin who are working 
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part time, and proportion of women in the bin who are working full time (indexed by A = 

age, E = education level, S = state, and T = year). 

• (i = 4) The natural logarithm (to reduce the effects of outliers) of average yearly salary 

over all women in the bin (indexed by age, education level, state, and year). 

 

X1
ST is the independent variable corresponding to work related activity requirements.  This is a 

continuous variable corresponding to how many hours per week one must work in order to 

conform to the state's work requirement. If a state's work requirement is on a case by case basis, 

X1
ST takes a value of 0.  X1

ST is indexed by state and year. 

 

D1
ST is the independent dummy variable taking a value of 1 if a state implements case by case 

work related activity requirements and 0 otherwise.  D1
ST is indexed by state and year. 

 

D2
ST is the independent dummy variable corresponding to existence of mandatory job search 

assistance programs.  D2
ST takes a value of 1 if a mandatory job search assistance program exists, 

and 0 otherwise.  

 

Pj
ST is a vector of control variables corresponding to other welfare policies. Pj

ST includes: 

• (j = 1) Maximum benefit level with zero earned income (i.e., the maximum amount one 

can receive with zero earned income), indexed by state and year. 

• (j = 2) Maximum income level (i.e., the maximum amount of income one can earn 

without losing all benefits), indexed by state and year. 
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• (j = 3, 4, 5, 6, 7) Time limits (a series of dummy variables corresponding to the 

maximum amount of time one can contiguously receive benefits), indexed by state and 

year. 

 

Ek
ST is a vector of control variables representing economic conditions, including minimum wage 

(k = 1) and unemployment rate (k = 2), indexed by state and year.  

 

Cm
AEST is a vector of control variables representing age interacted with education levels (m = 1, 

2, 3, 4), education levels (m = 5, 6, 7), as grouped above, and race (m = 8, 9) as continuous 

variables for proportion black and proportion Hispanic, indexed by age, education level, state, 

and year. 

 

GT is a vector of time fixed effects dummy variables 

 

GS is a vector of state fixed effects dummy variables 

 

b. Discussion of Techniques 

i. Data Pooling 

I have pooled the individual level data into bins, each with a unique combination of age 

group (16-25, 26-34, 35-44, 45-54), education level (less than 12 years, 12 years, greater than 12 

years), state, and year11.  This method of pooling is used because TANF program requirements 

                                          

11 Ala Blank and Schoeni 2000 
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are statewide and determined each year, so regressing on state and year level data is more 

natural. 

 

ii. Weighted Least Squares 

I weighted each observation according to the number of individuals contained in the pool.  

For the ith observation of a variable X (henceforth Xi), the value of the variable after weighting 

(henceforth Xi
w) was Xi

w = ( n * m * Xi ) / k, where n is the number of observations (5507), m is 

the number of individuals in the pool corresponding to the ith observation, and k is the total 

number of individuals in all pools (472,851).  This weighting scheme ensures that pools 

containing few individuals were weighted less than pools containing more individuals.  It also 

creates variables for which means and standard deviations reflect weighted sample means, 

instead of some fraction thereof. 

 

iii. Heteroskedasticity 

I performed a Breusch-Pagan test for heteroskedasticity.  The test confirmed, at the 95% 

level, that there was evidence to believe that the data were heteroskedastic (Chi-square statistic is 

2134.63).  I performed multiple weighted least squares regressions using the inverse of the 

absolute value of the residuals, the inverse of the residuals squared, the fitted value squared, and 

log residual squared as weights in order to yield an estimator with minimum variance, but found 

that after each weighting scheme was used, the weighted data were still heteroskedastic. 

 

To correctly compute standard errors and significance of coefficients, I used Huber-

Eicker-White robust standard errors.  Because estimates for a heteroskedastic dataset are 
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unbiased, this did not change the coefficients at all.  It simply yielded better estimates of standard 

errors, allowing me to test significance levels more accurately. 

 

iv. Omitted Variable Bias 

In a model of this type, there may be an omitted variables problem.  To help remedy this, 

I used time and state fixed effects as instrumental variables in an attempt to reduce omitted 

variable bias. 

 

In order to determine whether or not to consider the results using state fixed effects, time 

fixed effects, both, or neither, I performed joint hypothesis tests on three sets of variables for the 

regression on each dependent variable: state fixed effects only, time fixed effects only, and both 

state and time fixed effects.  In all nine cases, the fixed effects variables were significant at the 

95% level.12 

 

                                          

12 See Table 7 
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IV. Results 

 

A. Income13 

 Without controlling for time or state fixed effects, the effects of work related activity 

requirements on income varied across education levels.  For those who had not completed high 

school, the effect of work related activity requirements was positive (and significant), but for 

those who went on to some further education, the effect of work related activity requirements 

was negative (and significant).  The effect on those who only graduated high school was 

insignificant.  When time fixed effects were added, the results stayed the same.  With the 

addition of only state fixed effects, the effect of work related activity requirements on income for 

all education levels was positive and highly significant.  This result prevailed when both state 

and time fixed effects were considered.  The change in sign when state fixed effects were added 

for those with higher levels of education might be due to differing levels of low wage and high 

wage economic integration by state.  If a state has a large manufacturing sector, those with 

higher levels of education might be white collar workers at manufacturing companies, and they 

may benefit from increased work related activity requirements on low wage workers causing 

them to work more.  If a state has a large service sector and less manufacturing, workers with 

higher levels of education might not benefit from increased work levels among low wage 

workers. 

 The effects of mandatory job search assistance programs on income were less profound.  

When not controlling for both time and state fixed effects, the effect of mandatory job search 

assistance programs on those without a high school diploma was positive and significant, but 
                                          

13 See Table 8 for a regression coefficients and Table 11 for F-statistics from joint 
hypothesis tests on variables of interest 
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when both state and time fixed effects were considered, the coefficient was no longer significant.  

This indicates that the way that work related activity requirements varied by state and year was 

having some effect on income that is more attributable to the year and state of residence 

themselves rather than the work requirement. 

 The effect of mandatory job search assistance programs on those who had some higher 

education was insignificant, regardless of fixed effects.  The effect on those with a high school 

diploma was actually negative and significant, except when only state fixed effects were taken 

into account, in which case it was insignificant.  This indicates a negative effect of mandatory 

job search assistance programs on the income of those who are somewhat educated. 

 Case by case work related activity requirements proved to be extremely significant and 

positive on those who had not graduated high school across the board, with coefficients 10 to 30 

times greater in magnitude than any coefficients for work related activity requirements or 

mandatory job search assistance programs.  Time and state fixed effects had little effect on the 

coefficients for those who had not graduated high school. 

 For those who only graduated high school, the effect of case by case work related activity 

requirements was insignificant, except in the two cases in which state fixed effects were 

considered.  In these cases, the effect of case by case work related activity requirements was 

extremely significant and positive.  The change with the addition of state fixed effects may be 

indicative of differences in low wage job markets in different states. 

 For those who had some higher education, the effect of case by case work related activity 

requirements was negative and significant when state fixed effects were not considered, but 

positive and extremely significant when state fixed effects were considered.  This, again, may be 

due to differences in the integration of low and high wage earners in different states’ economies. 
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 The coefficients of determination in these regressions (R2) were all above .99.  Joint 

hypothesis tests on the set of all independent variables showed the variables to be highly 

significant at the 95% level.  Joint hypothesis tests on the independent variables of interest (work 

related activity requirements, mandatory job search assistance programs, and case by case work 

related activity requirements) showed these independent variables to be significant as a group 

regardless of fixed effects for those with no high school diploma and across all education levels. 

 

B. Proportion of Individuals Not Working1415 

 For those who had not completed high school, work related activity requirements had a 

positive and significant effect on proportion of individuals not working, regardless of fixed 

effects.  For those who had a high school diploma but no further schooling and for those who had 

some higher education, effects were insignificant without state fixed effects, but significant and 

positive when state fixed effects were considered.  This, again, may be due to differences in low 

wage labor markets in different states’ economies, as well as the way these low wage labor 

markets are integrated into the states’ economies as a whole. 

 For those who had not completed high school, mandatory job search assistance programs 

also had a positive and significant effect on proportion of individuals not working, regardless of 

fixed effects.  For those with a high school diploma but no further education, effect of existence 

of mandatory job search assistance programs was insignificant except when only state fixed 

effects were included, in which case it was positive.    Existence of mandatory job search 

                                          

14 Note that positive correlations indicate decreased levels of employment, as the variable 
of interest is proportion of individuals who are not working 

15 See Table 9 for regression coefficients and Table 11 for F-statistics for joint hypothesis 
tests on variables of interest 
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assistance programs was significant on proportion of individuals not working only when state 

fixed effects were not included for those with some higher education, in which case it was 

negative. 

 Case by case work related activity requirements were very significant and positively 

correlated with proportion of individuals not working regardless of fixed effects.  The 

magnitudes on these coefficients were 5 to 40 times larger than magnitudes of any coefficients 

for work related activity requirements or existence of mandatory job search assistance programs.  

The effect on proportion of individuals not working on those with only a high school diploma 

was negative when state fixed effects were not included, and positive when they were, though 

insignificant when both state and time fixed effects were included.  This, again, indicates a 

difference in labor markets across states.  Coefficients on case by case work related activity 

requirements were positive and significant for those with some higher education only when state 

fixed effects were included, yielding the same inference. 

 Coefficients of determination were over .97 regardless of fixed effects, and a joint 

hypothesis test showed the set of all independent variables to be significant at the 95% level.  

Joint hypothesis tests on the set of only the independent variables of interest showed these to be 

significant at the 95% level, regardless of fixed effects and for those with no high school diploma 

and across all education levels. 
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C. Proportion of Individuals Working Full Time16 

 Work related activity requirements were positive and significant for proportion of 

individuals working full time for those with no high school diploma, regardless of fixed effects.  

Coefficients were positive and significant for those with only a high school diploma only when 

time fixed effects were included.  This may indicate variations in labor markets over time.  

Stringency of work related activity requirements had no effect on proportion of individuals 

working full time for those with some higher education. 

 The existence of a mandatory job search assistance program was insignificant across 

education levels and regardless of fixed effects, except when only time fixed effects were 

included.  In this case, levels of full time work for those with no high school diploma and those 

with some higher education were positively affected by mandatory job search assistance 

programs.  That this effect did not carry over when state fixed effects were included indicates 

that some of this effect was attributable to variations in state characteristics (perhaps labor 

market characteristics, as noted earlier). 

 Case by case work related activity requirements had a positive and significant effect on 

proportion of individuals working full time for those with no high school diploma, except when 

only state fixed effects were included.  For those with only a high school diploma, proportion of 

individuals working full time was positively and significantly affected by existence of case by 

case work related activity requirements when time fixed effects were included.  Coefficients 

were insignificant for those with some higher education. 

                                          

16 See Table 10 for regression coefficients and Table 11 for F-statistics for joint hypothesis 
tests on variables of interest 

 



 42 

 Values of coefficients of determination were over .98, regardless of fixed effects.  Joint 

hypothesis tests showed that the set of all independent variables was significant in each 

regression.  Joint hypothesis tests on the independent variables of interest showed them to be 

significant as a group for those with no high school diploma and across all education levels, 

except for those with no high school diploma when only state fixed effects were included.  This 

indicates that time fixed effects had some impact on proportion of individuals working full time. 
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V. Conclusion 

According to The Administration for Children and Families Office of Family Assistance, 

the government organization that administers TANF: 

The four major purposes of TANF are: (1) assisting needy families so that 

children can be cared for in their own homes; (2) reducing the dependency of 

needy parents by promoting job preparation, work and marriage; (3) 

preventing out-of-wedlock pregnancies; and (4) encouraging the formation 

and maintenance of two-parent families.17 

This investigation has been concerned in particular with purpose (2), and specifically with the 

first two tenets therein: promotion of job preparation and work.  In order to assess this, I have 

investigated the effect of differences in work related activity requirements and mandatory job 

search assistance program policies on income, proportion of individuals working, and proportion 

of individuals working full time.  If the policies in question are effective, they should be 

correlated with greater incomes, a lesser proportion of the population not working, and a greater 

proportion of the population working full time.  These outcomes should be especially prevalent 

among the less educated, as those who are less educated are far more likely to be receiving 

TANF benefits.  In addition, we might hypothesize that those who are less educated might not 

have chosen to be so, but were put in that position by the condition in which they were raised.18  

In this case, we hope that TANF (and similar programs) can elevate these people to a point at 

which they are self sufficient, and they, or at least their children, achieve equity of opportunity as 

compared to those who were better educated. 

                                          

17 http://www.acf.hhs.gov/programs/ofa/about.html#mission 

18 This is a question that merits further research, but this hypothesis seems to be 
accurate, representing the cycle of poverty that some would say exists in America 
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 To expedite this discussion, I have reported estimated coefficients based on education 

level of the observation.  For some estimations, results varied across education level, lending 

credence to the idea that TANF policies affect those of different education levels differently.  To 

achieve the best results possible, I have included state and time fixed effects, and analysis shows 

that they are significant.  Thus, though I will mention some results that do not include fixed 

effects or only include one or the other, I will mainly focus on results that included both types of 

fixed effects. 

 Generally, stringency of work related activity requirements positively affected income for 

all education levels.  The existence of case by case work related activity requirements was even 

more important (and still positive) in the determination of income, and had an especially strong 

effect on those without a high school diploma.  Mandatory job search assistance programs, 

however, were insignificant or, in some cases, negative.  These results suggest that, while stricter 

work related activity requirements and especially case by case work related activity requirements 

are in line with the goals of TANF, mandatory job search assistance programs are not. 

 It is easy to see why work related activity requirements increase income for those who are 

not well educated, especially when they are done on a case by case basis.  If a person is working 

more (or, rather, working full time instead of part time, as the results suggest), it is natural that 

this person would have a higher income than if they were not working or working only part time.  

Additionally, since, in some states, training and education are considered work related activities, 

recipients of TANF in these states have some incentive to increase their levels of education, 

often vocationally.  This, too, can lead to greater income.  When these requirements are done on 

a case by case basis, the caseworker has the ability to guide the TANF recipient in a fashion that 

is better tailored to the occupation in which the recipient might fit well.  This can lead to higher 
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levels of income by increasing the amount of time a person works a particular job without 

quitting or by matching employer and employee in a manner that leads to mutual gains. 

 We also see gains, though, among those who are high school graduates and those with 

some level of higher education.  As noted above, this might be due to an integration of low and 

high wage workers in the economy.  An abundance of low wage workers can increase 

productivity in companies that also employ higher wage (and probably more educated) workers, 

increasing income for all as the company realizes increased profits.  This can perhaps be 

supported by the changing effect of work related activity requirements on income as state fixed 

effects are added.  In some states, addition of less educated workers to the labor force may 

simply lower wages by increasing labor supply without benefiting more educated workers 

because low wage and high wage jobs are less integrated.  This might happen in states with a 

great percentage of their economy in the service sector.  A law firm, for example, has a low ratio 

of low skilled workers to well educated workers.  Compensating for differences in state 

economies allows us to see the beneficial effects of more stringent (and case by case) work 

related activity requirements on those with higher levels of education. 

 Mandatory job search assistance programs, on the other hand, do not have a positive 

effect on income.  Indeed, the only significant effect of mandatory job search assistance 

programs on income when year and state are included in the analysis is a negative effect on the 

income of those with a high school diploma but no more education.  This lack of abundant 

significant effects is probably due to job mismatch.  If mandatory job search assistance programs 

force TANF recipients into jobs in which they do not fit, they may perform poorly, not show up 

to work, or quit altogether.  This will lead to less income because they will not receive raises and 

they will not receive wages for the hours during which they did not work.   Indeed, this may 
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negatively affect income if TANF recipients leave a part time (but secure) job in order to appease 

hourly requirements and end up being matched with a job they soon quit. 

 When we consider full time employment, we see a similar effect.  More stringent work 

related activity requirements increase the proportion of individuals working full time among 

those who do not have a high school diploma and those who do, but have no further education.  

This effect was especially prevalent in states with a case by case work related activity 

requirement.  The increase in the proportion of individuals working full time is probably due to 

TANF recipients moving from part time to full time work in order to satisfy hourly requirements.  

This commitment to full time work is beneficial because it means greater income and a stronger 

commitment to the labor force. 

 The existence of mandatory job search assistance programs had no significant effect on 

the proportion of individuals working full time when state and time were taken into account, 

though.  This indicates a failure of these programs to properly match employees with employers 

in a full time setting.  The lack of effect could be due to a cycling of individuals into and out of 

full time jobs, entering as they are required to do so and exiting as they realize that the job is not 

a good fit for them.   

 The effects on proportion of individuals who are not working dampens the successes that 

the effect of more stringent work related activity requirements and case by case work related 

activity requirements seemed to have.  Across all education levels, the effect of more stringent 

work related activity requirements was to decrease the proportion of individuals who were 

working, which violates the goals of the program.  We see the same effect when we look at case 

by case work related activity requirements, except for an insignificant effect on those with only a 

high school diploma. 
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 If more individuals are working full time and more are not working, then the proportion 

of individuals who are working part time must be decreasing greatly.  For the poorly educated, 

this supports the theory suggested above: stringent work related activity requirements and case 

by case work related activity requirements push the less educated from part time jobs into full 

time jobs with which they do not match, causing great employee turnover and causing those 

individuals to lose their work altogether.  Though this may cause greater income (if the positive 

effect on income of those moving to full time work, even if it is temporary, is greater than the 

negative effect of those who lose their jobs altogether), it is causing a greater number of people 

to be reliant on TANF because they are not working and possibly lose their benefits, since they 

are not meeting work related activity requirements.  This is problematic and violates the goals of 

the TANF program. 

 The effect of mandatory job search assistance programs is to increase the proportion of 

individuals who are not working.  It is significant among those who do not have a high school 

diploma.  This is probably also attributable to the same effect. 

 Another explanation for the reason that case by case work related activity requirements 

are causing the proportion of individuals who are not working to increase is that caseworkers are 

more lenient than blanket hourly requirement mandates.  This, too, is against the tenets of TANF, 

as the purpose of these caseworkers is to move TANF recipients to full time employment. 

 We must take these results as a double edged sword.  Though income levels increase for 

individuals on the whole with stricter program requirements, many people may be losing their 

jobs after being forced into full time jobs in which they do not fit.  This is a problem with the 

way the program is being run and the regulations that are in place in many states.  If, instead of 

blanket requirements, all states had caseworkers to implement work related activity 
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requirements, income and full time employment might increase beyond the levels seen now, as 

many states still have blanket requirements.  In order to alleviate the problem of job loss, perhaps 

caseworkers could be encouraged to ensure that the jobs in which they place TANF recipients 

are good fits and likely to result in long term employment.  If caseworkers are simply being too 

lenient, baseline work related activity requirements with low hourly quotas could be 

implemented, or strict work related activity requirements could be implemented with only mild 

penalties or with many exemptions.  The data overwhelmingly suggests, though, that mandatory 

job search programs should be eliminated altogether, as their effect was neutral or negative in 

almost all estimations.  The money used for these programs could go to paying caseworkers’ 

salaries, thereby eliminating at least part of the reason a state may not want to have work related 

activity requirements on a case by case basis.19  

 

 

 

 

 

                                          

19 There is another facet of poverty alleviation that must be taken into account.  Though 
an increase in the proportion of individuals who are working seems like a valiant goal, it 
may separate mothers from their children, causing the children to grow up in day care 
centers or, worse, at home without any supervision.  The effect of this could be to leave 
these children in situations in which they have little incentive to cooperate in school and 
no positive and active role model in their life.  This may perpetuate the cycle that TANF 
attempts to break by creating impoverished adults out of children of TANF recipients.  
Perhaps forcing mothers to work is not a valid goal, after all, when this is considered.  
Recent studies have focused on how TANF receipt affects marriage and family outcomes.  
See Grogger and Bronars’ 2001 paper: “The Effect of Welfare Payments on the Marriage 
and Fertility Behavior of Unwed Mothers: Results from a Twins Experiment,” Lichter and 
Jayakody’s 2002 paper: “WELFARE REFORM: How Do We Measure Success?”, or 
McLanahan, Garfinkel, and Mincy’s 2001 paper: “Fragile Families, Welfare Reform, and 
Marriage.”   
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Appendix 

Table 1: List of Variables 

maxbenefit |      Maximum benefit 

maxincome  |      Maximum income 

workrequir~t |      Work requirement 

       unemp |      Unemployment rate 

     minwage |      Minimum wage 

        tl_1 |      Time limit dummy (0-24 months) 

        tl_2 |      Time limit dummy (25-36 months) 

        tl_3 |      Time limit dummy (37-48 months) 

        tl_4 |      Time limit dummy (49-60 months) 

        tl_5 |      Time limit dummy (No time limit) 

 wr_casewise |      Case by case work requirement dummy 

weighted_h~c |      Proportion Hispanic 

weighted_b~k |      Proportion black 

weighted_w~W |      Proportion not working 

weighted_~PT |      Proportion working part time 

weighted_~FT |      Proportion working full time 

weighted_W~L |      Income 

weighted~e16 |      Proportion ages 16-25 

weighted_~26 |      Proportion ages 26-34 

weighted~e35 |      Proportion ages 35-44 

weighted~e45 |      Proportion ages 45-54 

weighted~eHS |      Proportion that did not graduate high school 

weighted~_HS |      Proportion with only a high school diploma 

weighted~tHS |      Proportion with some education after high school 

mand_job_s~h |      Existence of a mandatory job search assistance program 
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Table 2: Single Variable Descriptive Statistics 

    Variable |       Obs        Mean    Std. Dev.       Min        Max 

-------------+-------------------------------------------------------- 

maxbenefit |      5507    460.5021    171.7629        170    1144.52 

maxincome  |      5507    820.8997    356.6539          0   2034.356 

workrequir~t |      5507    24.84002    12.00247          0         40 

       unemp |      5507    4.650154    1.177701        2.2        8.1 

     minwage |      5507     6.17966    .7066213       5.15     8.0795 

        tl_1 |      5507    .0806247    .2722825          0          1 

        tl_2 |      5507    .0392228    .1941423          0          1 

        tl_3 |      5507    .0392228    .1941423          0          1 

        tl_4 |      5507    .6907572    .4622234          0          1 

        tl_5 |      5507    .1501725    .3572729          0          1           

wr_casewise  |      5507    .1677865    .3737105          0          1 

weighted_h~c |      5507    .1572652    .3541614          0   3.668608 

weighted_b~k |      5507    .1211544    .1555098          0   1.048174 

weighted_w~W |      5507    .3408875    .3746319          0    5.07782 

weighted_~PT |      5507    .2127224    .2204093          0   2.503971 

weighted_~FT |      5507    .4463901    .5315743          0   5.485443 

weighted_W~L |      5507    20735.71     31895.6          0   385486.8 

weighted~e16 |      5507    .2356683    .5705518          0   6.452092 

weighted_~26 |      5507    .2191874    .5987212          0   8.350451 

weighted~e35 |      5507    .2940588     .798296          0   11.14558 

weighted~e45 |      5507    .2510854    .6615428          0   8.909477 

weighted~eHS |      5507    .1786736    .4752717          0   6.452092 

weighted~_HS |      5507    .2823151    .5306939          0   4.181048 

weighted~tHS |      5507    .5390112    1.049906          0   11.14558 

mand_job_s~h |      5507    .3486472    .4765853          0          1 
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Table 3: Mean Proportions of Individuals at 
Different Employment Levels, By Education Level 
 
    Variable | No HS Diploma    HS Diploma    Some higher education 
-------------+-------------------------------------------------------- 
 Not Working |     .5443243         .3260951  .2623663 
Working PT |     .1864273            .2055437            .2326335 
Working FT |     .2692484            .4683612            .5050002 

 

Table 4: Uncontrolled Regressions on Log(Income) 
 
----------------------------------------------------------------- 
                           (1)             (2)             (3)    
                   Log(Income)     Log(Income)     Log(Income)      
----------------------------------------------------------------- 
Work Requirement         0.000556                        0.000251    
                        (0.22)                          (0.10)    
 
Casewise WR              0.0340                          0.0265    
                        (0.42)                          (0.33)    
 
Mandatory Job Search                     0.0355          0.0359    
                                        (1.52)          (1.52)    
 
----------------------------------------------------------------- 
N                         5507            5507            5507    
r2                   0.0000706        0.000418        0.000493    
F                        0.194           2.299           0.904    
----------------------------------------------------------------- 
t statistics in parentheses 
* p<0.05, ** p<0.01, *** p<0.001 
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Table 5: Uncontrolled Regressions on Proportion 
of Individuals Not Working 
 
 
------------------------------------------------------------------ 
                            (1)             (2)             (3)    
                        Not Working     Not Working     Not Working          
------------------------------------------------------------------ 
Work Requirement         -0.000261                       -0.000205    
                        (-0.52)                         (-0.41)    
 
Casewise WR              -0.0193                         -0.0179    
                        (-1.20)                         (-1.11)    
 
Mandatory Job Search                     -0.00637        -0.00654    
                                        (-1.37)         (-1.40)    
 
------------------------------------------------------------------ 
N                          5507            5507            5507    
r2                     0.000731        0.000339         0.00109    
F                         2.012           1.866           1.993    
------------------------------------------------------------------ 
t statistics in parentheses 
* p<0.05, ** p<0.01, *** p<0.001 

 

Table 6: Uncontrolled Regressions on Proportion 
of Individuals Working Full Time 
 
 
----------------------------------------------------------------- 
                           (1)             (2)             (3)    
                       Full Time       Full Time       Full Time          
----------------------------------------------------------------- 
Work Requirement         0.000635                        0.000475    
                        (1.23)                          (0.92)    
 
Casewise WR              0.0214                          0.0174    
                        (1.29)                          (1.06)    
 
Mandatory Job Search                     0.0191***       0.0188*** 
                                        (4.00)          (3.93)    
 
----------------------------------------------------------------- 
N                         5507            5507            5507    
r2                    0.000306         0.00289         0.00310    
F                        0.842           15.96+          5.699+   
----------------------------------------------------------------- 
t statistics in parentheses 
* p<0.05, ** p<0.01, *** p<0.001 
+ p<0.05 
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Table 7: F-Statistics for Joint Hypothesis Tests 
on State and Time Fixed Effect Variable 
Coefficients for Different Dependent Variables20 
 
Fixed Effect | Income | Proportion Not Working | Proportion Working Full Time 
-------------+-------------------------------------------------------- 
    Time |   2.19  |               14.34       |  11.72 
     State |  26.38 |         18.15          |    13.84 
      Both |  26.01 |         16.63          |    12.85 

 

 

 

 

 

 

 

 

 

 

 

 

                                          

20 F-statistics represent the result of a joint hypothesis test on the specified variables, with 
the restricted model, in all cases, being the model with no fixed effects.  Each of these F-
statistics is significant at the 95% level. Addition of time fixed effects to state fixed effects 
only models and addition of state fixed effects to time fixed effects only models yielded F-
statistics significant at the 95% level, as well 
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Table 8: Income Regressions 

---------------------------------------------------------------------------- 
                      (1)             (2)             (3)             (4)    
 
Time Fixed Effect?     No     Yes   No       Yes 
State Fixed Effect?    No     No         Yes       Yes 
 
---------------------------------------------------------------------------- 
WORK RELATED ACTIVITY REQUIREMENTS 
 
No HS Diploma      0.0894***       0.0882***       0.0869***       0.0702*** 
                   (8.91)          (8.87)         (12.85)         (10.86)    
 
HS Diploma        -0.000700       -0.00131         0.0397***       0.0309*** 
                  (-0.65)         (-1.14)         (10.25)          (8.26)   
 
More than HS      -0.00372***     -0.00423***      0.0360***       0.0267*** 
                  (-4.46)         (-4.57)          (9.64)          (7.52)    
 
MANDATORY JOB SEARCH 
 
No HS Diploma      0.289**         0.301**         0.167*          0.0966    
                   (2.84)          (3.03)          (2.55)          (1.60)    
 
HS Diploma        -0.0408**       -0.0333**       -0.00945        -0.0475*   
                  (-3.29)         (-2.62)         (-0.46)         (-2.29)    
 
 
More than HS      -0.00635         0.00241         0.0213         -0.0199    
                  (-0.74)          (0.25)          (0.78)         (-0.76)    
 
CASE BY CASE WORK RELATED ACTIVITY REQUIREMENTS 
 
No HS Diploma      2.797***        2.762***        2.711***        2.212*** 
                   (8.92)          (8.84)         (12.71)         (10.92)    
 
HS Diploma        -0.0222         -0.0410          1.242***        0.996*** 
                  (-0.59)         (-1.01)          (9.98)          (8.39)    
 
More than HS      -0.157***       -0.172***        1.106***        0.845*** 
                  (-5.61)         (-5.50)          (9.23)          (7.55)    
---------------------------------------------------------------------------- 
N                    5507            5507            5507            5507    
r2                  0.999           0.999           0.999           0.999    
F                114277.6        100016.2         56606.9         60192.2    
---------------------------------------------------------------------------- 
t statistics in parentheses 
* p<0.05, ** p<0.01, *** p<0.001 
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Table 9: Proportion of Individuals Not Working 
Regressions 
---------------------------------------------------------------------------- 
                      (1)             (2)             (3)             (4)    
 
Time Fixed Effect?     No     Yes   No       Yes 
State Fixed Effect?    No     No         Yes       Yes 
 
---------------------------------------------------------------------------- 
WORK RELATED ACTIVITY REQUIREMENTS 
 
No HS Diploma      0.00305***      0.00217**       0.00545***      0.00298*** 
                   (4.09)          (3.11)          (6.98)          (3.73)    
 
HS Diploma        -0.000264       -0.000677        0.00302***      0.00134*   
                  (-0.72)         (-1.82)          (5.24)          (2.29)    
 
More than HS       0.000141       -0.000297        0.00310***      0.00141**  
                   (0.48)         (-0.98)          (6.26)          (2.80)   
 
MANDATORY JOB SEARCH 
 
No HS Diploma      0.0208**        0.0134*         0.0273***       0.0147*   
                   (2.75)          (1.97)          (3.85)          (2.05)    
 
HS Diploma        -0.00131        -0.00551         0.0119*         0.00290    
                  (-0.30)         (-1.34)          (2.54)          (0.61)    
 
More than HS      -0.00778*       -0.0128***       0.00303        -0.00687    
                  (-2.34)         (-4.48)          (0.83)         (-1.85)   
 
CASE BY CASE WORK RELATED ACTIVITY REQUIREMENTS 
 
No HS Diploma      0.0962***       0.0659**        0.165***        0.0890*** 
                   (4.09)          (2.99)          (6.43)          (3.44)    
 
HS Diploma        -0.0281*        -0.0433***       0.0725***       0.0221    
                  (-2.35)         (-3.53)          (3.77)          (1.16)    
 
More than HS      -0.000691       -0.0135          0.0962***       0.0467**  
                  (-0.07)         (-1.38)          (5.70)          (2.81)    
---------------------------------------------------------------------------- 
N                    5507            5507            5507            5507    
r2                  0.971           0.973           0.977           0.978    
F                  1326.6          1457.0           930.0          1016.7    
---------------------------------------------------------------------------- 
t statistics in parentheses 
* p<0.05, ** p<0.01, *** p<0.001 
 
(Note: The dependent variable here is the proportion of applicants who are 
NOT working.  Therefore, positive coefficients imply decreased levels of 
employment) 
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Table 10: Proportion of Individuals Working Full 
Time Regressions 
---------------------------------------------------------------------------- 
                      (1)             (2)             (3)             (4)    
 
Time Fixed Effect?     No     Yes   No       Yes 
State Fixed Effect?    No     No         Yes       Yes 
 
---------------------------------------------------------------------------- 
WORK RELATED ACTIVITY REQUIREMENTS 
 
No HS Diploma      0.00272***      0.00354***      0.000908*       0.00218*** 
                   (7.31)          (8.74)          (2.00)          (3.88)       
 
HS Diploma         0.000498        0.00104**       0.000155        0.00122*   
                   (1.26)          (2.65)          (0.28)          (2.03)    
 
More than HS      -0.0000271       0.000464       -0.000252        0.000768    
                  (-0.09)          (1.54)         (-0.53)          (1.48) 
 
MANDATORY JOB SEARCH 
 
No HS Diploma      0.00628         0.0139**       -0.00555         0.00242    
                   (1.21)          (2.98)         (-1.26)          (0.52)    
 
HS Diploma        -0.000998        0.00563        -0.00396         0.00230    
                   (0.23)          (1.43)         (-0.86)          (0.50)    
 
More than HS       0.00408         0.00953**      -0.00303         0.00423    
                   (1.03)          (2.96)         (-0.68)          (0.99) 
 
CASE BY CASE WORK RELATED ACTIVITY REQUIREMENTS 
 
No HS Diploma      0.0741***       0.105***        0.0270          0.0674*** 
                   (6.00)          (7.99)          (1.63)          (3.57)   
 
HS Diploma         0.0242          0.0452***       0.0251          0.0578**  
                   (1.87)          (3.49)          (1.35)          (2.93) 
 
More than HS       0.00136         0.0171          0.00317         0.0329    
                   (0.13)          (1.69)          (0.19)          (1.91)    
---------------------------------------------------------------------------- 
N                    5507            5507            5507            5507    
r2                  0.985           0.986           0.988           0.988    
F                  3004.2          3026.6          2215.9          2265.7    
---------------------------------------------------------------------------- 
t statistics in parentheses 
* p<0.05, ** p<0.01, *** p<0.001 
 
(Note: The dependent variable here is the proportion of applicants who are 
working full time.  Therefore, positive coefficients imply increased levels 
of full time employment) 
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Table 11: F-Statistics for Joint Hypothesis 
Tests on Coefficients of Independent Variables 
of Interest for Different Dependent Variables21 
 
   
---------------------+------------------------------------------------ 
Time Fixed Effect?   |    No  Yes  No  Yes 
State Fixed Effect?  |    No  No  Yes  Yes 
 

Income         | 
 
No HS Diploma        |   28.77*    28.68*      56.92*     40.94* 
 
All Education Levels |   14.30*    14.26*      23.20*     16.88* 
 
       

Proportion NW  | 
 
No HS Diploma        |   8.90*      5.10*      24.53*     6.47* 
 
All Education Levels |   5.42*      6.66*      11.24*     4.75* 
 

 
Proportion FT  | 

 
No HS Diploma        |  19.37*     26.69*       2.14      5.11* 
 
All Education Levels |   6.92*     10.84*       2.30*     3.13* 
 
---------------------------------------------------------------------- 
 
*p<0.05 
 
 

                                          

21 Independent variables of interest are work related activity requirement, case by case 
work related activity requirement, and existence of a mandatory job search assistance 
program 
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Figure 1: Mean Work Related Activity 
Requirements, by Year 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Mean Work Related Activity 
Requirements, by Region 
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Figure 3: Proportion of States with a Case by 
Case Work Related Activity Requirement, by Year 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 4: Proportion of States with a Mandatory 
Job Search, by Year 
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Figure 5: Proportion of States with a Mandatory 
Job Search, by Region 

Figure 6: Proportion of Individuals Not Working, 
by Year 
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Figure 7: Proportion of Individuals Working Part 
Time, by Year 

Figure 8: Proportion of Individuals Working Full 
Time, by Year 
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Figure 9: Proportion of Individuals with 
Different Employment Levels, by Region 

Figure 10: Percent Histogram of Yearly Earned 
Income 
 


