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Executive Summary
The first step in efficacious welfare reform is understanding the scale and scope of the challenges involved 
with each program. The implementation of the Patient Protection and Affordable Care Act (ACA) in 2014 
and the changes to eligibility requirements and benefit limits due to the COVID-19 pandemic have dramat-
ically changed the welfare program landscape in the last decade, potentially rendering a great deal of prior 
research outdated. This paper provides a detailed description of the nature of these changes by employing 
the methodology of Tanner, Moore, and Hartman (1995) and Tanner and Hughes (2013) in their respective 
Cato Studies of the same title: “The Work Versus Welfare Trade-Off.” 

While this paper also draws on more recent analyses, both papers predate the ACA implementation and the 
COVID-19 pandemic, so they provide a good reference point. In addition to the welfare programs examined 
in the 2013 paper, this paper includes three additional programs: The Child Care and Development Fund, 
the Lifeline Program for Low-Income Consumers, and the Affordable Connectivity Program. The general 
conclusion is that the expansion of each of these programs makes welfare reform more urgent than ever 
because these programs trap millions in poverty and place an enormous strain on taxpayers.

KEY POINTS

•	 The total value of all welfare benefits examined in this paper pay more than both a starting 
salary and median income in all 50 states.

•	 Recipients of Temporary Assistance for Needy Families (TANF) are the most likely to receive 
two or more welfare benefits. The TANF Bundle (TANF, SNAP, Housing, Medicaid, LIHEAP, 
the EITC, Lifeline, and the ACP) pays more than the starting salary in 48 states plus Wash-
ington, DC. 

•	 The most common welfare benefits bundle is Medicaid Supplemental Nutrition Assistance 
Program (SNAP), and the Earned Income Tax Credit (EITC). The bundle of Medicaid, SNAP 
and the EITC does not pay more than the starting salary in any state or DC. 

•	 Ultimately, welfare reform must be paired with regulatory reform and tax reform. Regula-
tory reforms help remove barriers to getting Americans back to work and tax reforms help 
working Americans keep more of what they earn, reducing the need for welfare programs.

Welfare and its Effects on Government and Work
Welfare, also known as public benefits, are forms of assistance from the government directed towards 
low-income citizens and families.1 Some non-citizens (such as refugees) are legally eligible for programs 
such as TANF, SNAP, and Medicaid.2 While undocumented citizens are not eligible for welfare benefits, 
there is concern of noncitizens accessing these benefits through means of identity fraud or misrepresenta-
tion of residency. Evidence for this is mixed at best. While the relaxation of eligibility requirements during 
the COVID-19 pandemic did result in an increase in fraudulent payments, data regarding fraudulent pay-
ments are not disaggregated to specify the immigration status of those caught and convicted of fraud.3 Wel-
fare can be direct transfers from the government (such as cash-assistance under the Temporary Assistance 
for Needy Families) or in-kind benefits (such as healthcare coverage under Medicaid). These programs are 
generally “means-tested programs,” where an individual or family must fall below a certain income thresh-
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old to qualify for benefits. These means-tested programs provide goods and services that individuals and 
families struggle to purchase on their own (i.e. food, housing, healthcare coverage, and childcare).4

It is important to consider both the seen and unseen effects of welfare spending. Even if we assume that 
these programs are reaching targeted demographics, they come at a major cost. First is the cost to taxpay-
ers. The CBO estimates that Income Security Programs (such as TANF and SNAP), as well as Medicaid and 
the Children’s Health Insurance Program (CHIP) cost $1.05 trillion (65 percent of the $1.6 trillion federal 
budget deficit and 16 percent of the $6.5 trillion in annual federal spending).5 That is just over $8,000 per 
household or $6,850 per taxpayer.6 In addition to these direct costs, welfare programs negatively impact 
economic growth. Economists explain why a person would choose welfare over work in terms of income 
and substitution effects. The income effect shows that as income increases, individuals tend to demand lei-
sure over labor. The same holds true when applied to welfare transfers. As individuals choose to not work 
or decrease their labor to maintain welfare benefits, output decreases, reducing economic growth. On the 
other hand, the substitution effect (one’s willingness to give up welfare in exchange for work) shows how 
welfare punishes work. Some economists argue that individuals who choose to leave welfare lose more val-
ue in benefits than they gain from increased income, creating an incentive not to work.7

Figure 1: Civilian Labor Force Participation (age 25-54) 1996-2024

As Figure 1 shows, the Civilian Labor Force Participation rate for Americans aged 25-54 has steadily de-
clined since the early 2000s and just returned to pre-pandemic levels in February 2023. Tanner (2022) also 
notes that the nature of in-kind benefits also “infantilizes the poor,” because, “in most cases, the payments 
are made directly to providers. The person being helped never even sees the money.”8
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Cowen (2002) also notes two other groups hurt by welfare spending: the future poor and immigrants.9 As 
summarized by Henderson (2018), as economic output is reduced, the annual growth rate of the US econ-
omy decreases, resulting in greater future poverty.10 In addition, as welfare spending is funded by income 
taxes and the federal government issuing debt, capital is diverted away from the private sector to fund 
public spending, leaving less available for economic growth. Cowen and Henderson also note that poor 
foreigners are hurt by domestic pressures to limit immigration to reduce immigrant access to welfare. 
Without the welfare system an increase in immigration could potentially increase the incomes of foreign 
poor moving to the United States.11

Welfare also generates waste. Glock (2024) examines the net effects of taxes and transfers on US house-
holds. With welfare programs providing benefits to low-, middle-, and high-income households (especially 
in the wake of welfare expansion during the COVID-19 pandemic), Glock finds that in cases where welfare 
beneficiaries are earning income and paying taxes, they receive a value of benefits at least equivalent to the 
amount of taxes they paid.12 Ultimately, this creates waste by requiring bureaucracies to manage the tax 
collections and transfers, and limits options for families by requiring them to comply with tax and benefit 
rules instead of keeping the cash they earn.13

These programs broadly function based on the interaction between federal and state policies, although 
each program is slightly different (the differences of the programs discussed in this paper are addressed in 
the next section). Generally, the federal government provides funding to welfare programs and sets mini-
mum requirements for spending, while the states have the power to administer these programs, allowing 
the states some flexibility as to how the program functions within a particular state.14 The result is that 
welfare benefits vary from state to state. Watson and Goodman (2024) found, however, that the states that 
spent the least amount of state funds on welfare received more federal dollars than the states that spent 
their own money, “which largely offset disparities in state-directed benefit generosity.”15 

This paper will examine eleven welfare programs and the total monetary value of benefits provided to a 
hypothetical family with a single parent and two dependent children in all 50 states and the District of 
Columbia. The basis for the analysis comes from Tanner, Moore, and Hartman (1995) as well as Tanner 
and Hughes.16, 17 These papers examined several combinations of welfare programs and compared these 
programs to minimum wage as well as a starting salary. This comparison provided a clear picture of the 
incentives Americans face when choosing to work or receive welfare.

The Categories of Welfare Included in this Study
•	 The Categories of Welfare Included in this Study

•	 This paper examines the following welfare programs:

•	 Medicaid

•	 Temporary Assistance for Needy Families (TANF)

•	 The Earned Income Tax Credit (EITC)

•	 The Child Care & Development Fund (CCDF)

•	 Housing Choice Voucher Program (Section 8)
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•	 Low-Income Home Energy Assistance Program (LIHEAP)

•	 Supplemental Nutrition Assistance Program (SNAP)

•	 Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)

•	 The Emergency Food Assistance Program (TEFAP)

•	 The Lifeline Program for Low-Income Consumers

•	 The Affordable Connectivity Program (ACP)

This section will briefly describe the categories of welfare included in each study, as well as their respective 
changes and participation rates over time. As noted by Tanner and Hughes (2013), the federal government 
offered 126 programs to low-income families.18 Of those 126 programs, 72 were direct cash transfers or in-
kind for individuals and families transfers, while the remainder were considered “community investment 
programs.”19 

As of the most recent Census data available, the US Census Bureau found that 99.1 million people (30 per-
cent of the US population) participated in at least one welfare program (although they did not cover all 
welfare programs).20 Among households, the Census Survey of Income and Program Participation (SIPP) 
finds that 75.3 million households (56 percent) were enrolled in “any benefit/program,” while 21.5 million 
households (16 percent) were enrolled in three or more programs.21 Simply tallying the total number of 
participants in each program, however, would not provide an accurate estimate of the total number of 
Americans accessing welfare, because many participants are enrolled in multiple programs. A 2023 study 
from the US Government’s Office of Human Services Policy found that 54 percent of welfare recipients in 
2019 participated in multiple programs.22 A companion study found that in 2019 TANF and Child Care and 
Development Fund (CCDF) recipients were the most likely to receive multiple benefits.23

This study also relies on the University of Kentucky Center for Poverty Research, as well as specific program 
participation data up through 2022. These datasets, unfortunately, do not provide information regarding 
how many recipients participate in multiple programs. As Rector and Menon (2018) note, “The true mon-
etary cost of welfare is largely unknown, because the spending is fragmented into myriad programs.”24

The failure to provide clear information highlights both the limitations of this study and a serious concern 
for policymakers and taxpayers. Without an accurate count of who is receiving welfare, policymakers will 
not be able to properly reform welfare spending nor enact reforms that help recipients trapped in a cycle 
of dependence. If one considers a more cynical point of view, policymakers may not want to know these 
details because their own job security depends upon maintaining the status quo.

MEDICAID

Medicaid, Title IX of the Social Security Act, is a joint federal-state program that finances health care to 
the poor. Traditional Medicaid eligibility is limited to low-income children, pregnant women, parents of de-
pendent children, the elderly, and people with disabilities.25 In this program, states are guaranteed federal 
matching dollars without a cap for qualified services, based on a formula that matches at least 50 percent 
of state spending. This matching rate increases as state per-capita income decreases. Looking ahead at FY 
2025, the federal matching for state funds is expected to range from 50 percent to nearly 75 percent.26
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Under the Patient Protection and Affordable Care Act (ACA), states had the option to expand Medicaid to 
non-elderly adults with income up to 133 percent of the Federal Poverty Level.27 When states were initially 
allowed to expand Medicaid starting January 1, 2014, the federal government promised to cover 100 per-
cent of Medicaid Expansion as an incentive for states to expand Medicaid.28 With this promise of a “free 
lunch,” many states rushed to expand Medicaid, and Medicaid enrollment increased. 

Some of the largest increases came from the newly qualified able-bodied adults without dependents. To 
complicate matters further, Schmidt, et al (2021) found that Medicaid Expansion resulted in an increase in 
enrollment for TANF, SNAP, and the EITC.29 As of June 2024, 40 states and Washington, DC30 have expand-
ed Medicaid.31 During the COVID-19 pandemic, the federal government placed a requirement in the CARES 
Act for states to keep Medicaid recipients continuously enrolled in exchange for federal funds.32 Medicaid 
began “unwinding” from these pandemic provisions on April 1, 2023. In most states, Medicaid pays more 
than the average single insurance premium. The best way to improve Medicaid is to repeal the expansions 
created by the ACA and ensure that this program focuses on the poor.33 This is shown in Table 1.
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Table 1: Medicaid Spending vs Private Sector Premiums

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES (TANF)

The Temporary Assistance for Needy Families (TANF) is the primary cash benefit program for the poor. 
TANF was created in 1996 during the 1996 welfare reforms as the successor to Aid to Families with Depen-
dent Children (AFDC). TANF, like Medicaid, is funded in the form of federal block grants to the states and 
state funds. With the welfare reforms of 1996, TANF enrollment saw major decline due to more stringent 
eligibility requirements and time limits. Figure 2 shows the trend in total participants from 1980-2022.

Since 2013, TANF has undergone several changes. Initially, the focus remained on employment and strict 
work requirements, with states enhancing services to meet federal participation rates.34 As of FY 2022, 
only 35 percent of TANF recipients were employed and only 16 states35 required a job search upon applica-
tion.36, 37 

Table 2 shows the maximum monthly and annual TANF benefits, along with their hourly equivalents 
compared to the state minimum wage. Note that while TANF benefits pay less than state minimum wages, 
TANF participants were also the most likely to receive multiple benefits, with 87 percent of recipients par-
ticipating in two or more programs.38 It is also important to note that less than a quarter of TANF funding 
(both federal and state) goes toward “basic assistance” (direct cash transfers).39 While this basic assistance 
makes up the single largest category (23 percent), the next two largest amounts of TANF funds go toward 
“Early Care and Education” (22.7 percent) and “Program Management” (10.4 percent). The remaining 44.3 
percent goes toward myriad other programs.40
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Figure 2: AFDC/TANF enrollees, 1980-2022
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Table 2: TANF Maximum Monthly Benefits for a Family of 3 with No Income

EARNED INCOME TAX CREDIT (EITC)41

The Earned Income Tax Credit (EITC) is a refundable tax credit designed to benefit low-to-moderate-in-
come working individuals and families, particularly those with children. Established in 1975, the EITC 
aims to reduce the tax burden on these groups, supplement their wages, and incentivize employment.42

Eligibility for the EITC depends on several factors, including income level, filing status, and the number 
of qualifying children.43 The credit increases with earned income until it reaches a maximum value, then 
gradually phases out as income continues to rise. For the 2023 tax year, the maximum credit ranges from 
$600 for individuals without children to over $7,000 for those with three or more qualifying children. One 
significant advantage of the EITC is its refundability, meaning that eligible recipients can receive a refund 
even if the credit exceeds their total tax liability.44 Tanner (2022) notes that the EITC has been more suc-
cessful than other programs at fighting poverty.45 

The EITC has also been associated with several positive outcomes, such as reducing poverty, particularly 
among children, and encouraging workforce participation.46 The EITC’s complexity, however, can lead to a 
high error rate (both fraud and improper calculation).47 Table 3 shows the Federal EITC Parameters as of 
2024. As Table 3 shows, it imposes a penalty on marriage. A married couple with two children would ex-
haust benefits at $62,688, while a single parent would do so at just under $7,000 less. Tanner (2022) notes, 
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“Thus, the single parent can continue to receive benefits at higher income levels relative to the poverty 
level than married couples can—and the credit is more generous since the benefits are being distributed 
among the three people, rather than four.”48 Macartney and Ghertner (2023) also find that 42 percent of 
EITC recipients are enrolled in two or more welfare programs, the most common programs being Medicaid 
(49 percent of EITC recipients in one or more welfare programs) and SNAP (36 percent of EITC recipients 
in one or more welfare programs).

Table 3: 2024 Earned Income Tax Credit Parameters

As of tax year 2021, over 32 million income tax returns received the EITC, with an average credit of $2,039.49 
Figure 3 shows the number of income tax returns receiving the EITC since 1980. Note the sharp increases 
with the expansions in 1990, 1993, 2001, 2009, and 2021.

Figure 3: Income Tax Returns with Federal EITC
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In addition to the federal EITC, 27 states and DC also offer an Earned Income Tax Credit. Table 4 (recre-
ated from the IRS) lists the states that offer an EITC along with their descriptions as well as whether the 
state EITC is refundable (even if one does not owe tax, he or she is still eligible for a refund).

Table 4: State or Local Government with EITC

CHILD CARE AND DEVELOPMENT FUND

The Child Care and Development Fund (CCDF), established in 1990 under the Child Care and 
Development Block Grant (CCDBG) Act, is a federal block grant to states to subsidize childcare 
costs for low-income families and is administered by the US Department of Health and Human 
Services (HHS).50

The CCDF has evolved over time. The 2014 reauthorization of the CCDBG Act brought significant 
changes, including requirements for enhanced health and safety standards (including transpar-
ency on compliance with parents), as well as increased provider training, inevitably creating reg-
ulatory barriers for those looking to provide childcare. Combined with the 2014 reauthorization’s 
increased access to early childhood education programs, demand for these programs inevitably 
exceeded the supply of providers.51 Many parents still struggle today to find desired childcare 
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because of the shortage.52

During the COVID-19 pandemic, the CCDF saw unprecedented changes and expansions to ad-
dress the crisis’s impact on the childcare sector. Congress appropriated over $52 billion in supple-
mental funding through various relief acts, including the CARES Act, the Coronavirus Response 
and Relief Supplemental Appropriations Act, and the American Rescue Plan Act (ARPA).53 These 
funds were crucial in preventing the collapse of the childcare system, which faced severe chal-
lenges due to widespread closures and reduced enrollment.

States utilized the supplemental funding to make several key adjustments including expanding 
eligibility for childcare subsidies, waiving family co-payments, and increasing reimbursement 
rates to providers. The Child Care Stabilization program, funded through ARPA, also provided 
grants to cover operational costs such as wages, rent, and supplies.54 Michigan, Nevada, and New 
Mexico also used the funds to increase compensation for childcare workers through higher wag-
es, hiring and retention bonuses, and expanded benefits.55 Figure 4 shows the average number of 
children and families enrolled from 1998-2021.

Figure 4: Average Monthly Number of Families and Children Participating in CCDF
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Table 5: Child Care and Development Fund

Table 5 shows the total spending on all enrollees and the spending per family by state.
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HOUSING ASSISTANCE

Housing assistance is available through various programs, including public housing, Housing Assistance Payments 
(commonly known as “Section 8”), and other rent subsidies. The amount of assistance varies not only by state but 
also within states, with higher amounts available in urban areas where rents and housing prices are higher. Just as 
Tanner and Hughes (2013), this paper uses average assistance level in each state, rather than the high (urban) or low 
(non-urban) levels.56 Those amounts are recreated in Table 6.
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Table 6: State Average Annual Housing Choice Voucher Payments

Since 2013, several states reduced housing benefits for recipients of other welfare programs. This reduction is part-
ly due to decreased federal housing funds, and partly due to state policy decisions requiring recipients of benefits 
such as TANF to use their cash benefits for housing expenses.57 Additionally, recent policy changes have focused 
on increasing the availability of affordable housing through public-private partnerships and expanding housing 
vouchers to more low-income families, though the overall impact varies significantly by region.58 

LOW-INCOME HOME ENERGY ASSISTANCE PROGRAM (LIHEAP)

The Low-Income Home Energy Assistance Program (LIHEAP) was established to reduce the burden of energy 
expenses on vulnerable populations, LIHEAP allocates funds to states, territories, and tribal organizations, which 
then distribute these funds to eligible households.59 The program particularly targets households with elderly 
members, individuals with disabilities, and families with young children, to ensure they receive necessary assis-
tance.60

Eligibility for LIHEAP is determined based on income criteria, with states having the flexibility to set thresholds 
at or below 150 percent of the federal poverty guidelines or 60 percent of the state median income, whichever is 
higher.61 States may also choose to set lower income limits, but households with incomes below 110 percent of the 
federal poverty guidelines cannot be excluded from eligibility. Additionally, households receiving benefits from 
other federal programs such as TANF, Supplemental Security Income (SSI), and the Supplemental Nutrition Assis-
tance Program (SNAP) may also qualify for LIHEAP assistance.62

Additional funding has been provided through various COVID-19 relief packages, substantially increasing the 
LIHEAP spending. States have received more flexibility in using these funds, including the ability to offer higher 
benefit levels and expand eligibility criteria. Enhanced crisis assistance measures have been implemented to pre-
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vent utility shut offs and help households manage private debt accumulation resulting from job losses and econom-
ic instability.63 Benefits as of FY 2022 are shown in Table 7. Participation data were unavailable.

Table 7: State Average Annual Energy Benefits
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SUPPLEMENTAL NUTRITION ASSISTANCE PROGRAM (SNAP)

The Supplemental Nutrition Assistance Program (SNAP) provides financial assistance to low-income families for 
purchasing food. Formerly known as “food stamps,” the program was renamed in 2008 when paper vouchers were 
replaced by electronic debit cards.64 SNAP is fully funded by the federal government, and benefits are consistent 
across the country, with some exceptions.65 Benefits are designed so that eligible families do not spend more than 
30 percent of their net income on a food package that meets the Agriculture Department’s “Thrifty Food Plan,” 
adjusted for household size and inflation.66

Eligibility for Temporary Assistance for Needy Families (TANF) automatically qualifies a family for SNAP in all 
50 states. Because TANF cash benefits vary widely by state, however, the amount received in SNAP benefits also 
varies by state. Lower TANF benefits result in higher SNAP benefits. Excluding Alaska and Hawaii, states with low 
TANF benefits (such as Texas, Arkansas, and Tennessee) provide the highest SNAP benefits. Conversely, states 
with high TANF benefits, such as New Hampshire, Vermont, and California, provide the lowest SNAP benefits.67

Since the onset of the COVID-19 pandemic, several significant changes have been made to SNAP to address the 
increased demand for food assistance, including a 15 percent increase in SNAP benefits from January 2021 through 
September 2021.68

Additionally, the American Rescue Plan Act of 2021 provided further funding to enhance SNAP benefits and 
extend the Pandemic Electronic Benefit Transfer (P-EBT) program, which helps families with children who would 
have received free or reduced-price meals if schools were open.69 Many states also temporarily waived certain eligi-
bility requirements to ensure more families could access assistance during the crisis.70 SNAP benefits were perma-
nently raised starting in October 2021. Predictably, this led to an increase in SNAP participation, shown in Figure 5. 
SNAP Total Costs per person and household are shown in Table 8 (next page).

Figure 5: Total Food Stamp/SNAP Recipients 1980-2022
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Table 8: State Average Annual SNAP Benefits

SPECIAL SUPPLEMENTAL NUTRITION PROGRAM FOR WOMEN, INFANTS, AND 
CHILDREN (WIC)

The Special Supplemental Nutrition Program for Women, Infants, and Children (WIC) is a federal assis-
tance program administered by the USDA’s Food and Nutrition Service (FNS). It provides supplemental 
foods, health care referrals, and nutrition education to low-income pregnant, breastfeeding, and postpar-
tum women, as well as infants and children up to age five who are found to be at nutritional risk.71

WIC funding primarily comes from federal sources, with annual appropriations determining the funding 
levels. Although the appropriations committees typically ensure sufficient funds to cover all eligible partic-
ipants, some states also supplement federal funds with their own resources.72 The funding process includes 
formula grants to states, allocated based on criteria such as the previous year’s operational levels and ad-
justments for inflation. WIC also includes a contingency fund to handle unexpected shortfalls or increases 
in participation.73 

The program’s benefits include vouchers for specific food items such as infant formula, fruits, vegetables, 
whole grains, and dairy products.74 Since 2017, several significant updates have been made to the Special 
Supplemental Nutrition Program for Women, Infants, and Children (WIC) to enhance its nutritional offer-
ings and align with contemporary dietary guidelines.75

One of the major updates came from the United States Department of Agriculture’s Food and Nutrition Ser-
vice (FNS) in 2024. These updates aimed to provide WIC participants with a broader variety of foods that 
meet the latest nutritional science and support healthy dietary patterns. The revisions included increasing 
the variety and number of fruits and vegetables. Additionally, canned fish and beans are now included in 
more food packages, and there is increased flexibility in the amount of infant formula provided to partially 
breastfed infants.76, 77

Given these updates, spending on WIC has dramatically increased. The FY 2023 “Food and Nutrition As-
sistance Landscape” Annual Report by the USDA found that spending on food-assistance programs (in-
cluding SNAP and WIC) decreased in FY 2023 but remained higher than spending in years before 2020.78 
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WIC spending in 2020 totaled $6.6 billion, reflecting an increase in program participation and food cost 
increases. Spending decreased in FY 2023 largely due to lower spending on Pandemic Electronic Benefit 
Transfer (P-EBT).79 WIC participants are shown in Figure 6. 

Figure 6: Total WIC Recipients 1989-2022

Research has also shown that the WIC program has a significant impact on the infant formula market. 
Oliveira, et al. found that “Most of the increase in market share is the direct effect of recipients purchasing 
the new WIC brand, but spillover effects also boost sales of the brand to non-WIC customers.”80 The WIC 
benefits by state are shown in Table 9.
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Table 9: WIC Benefits by State for Families with Two Children

THE EMERGENCY FOOD ASSISTANCE PROGRAM (TEFAP)

The Emergency Food Assistance Program (TEFAP) supplies food to low-income individuals, offering support 
both directly to families for home consumption and indirectly through agencies that distribute prepared 
meals. Eligibility criteria for home consumption are determined by each state, with most states using an 
income threshold or considering applicants who participate in other means-tested programs such as SNAP.81

Like other welfare programs, TEFAP spending increased during the pandemic.82 These additional funds al-
lowed TEFAP to purchase more food and expand its distribution networks. Moreover, TEFAP introduced flex-
ibility in its operations to accommodate social distancing and other public health guidelines. This included 
the implementation of drive-through food distribution events and home delivery services to minimize physi-
cal contact and reduce the risk of virus transmission.83

While TEFAP participation data are not available, TEFAP offers estimated weekly and monthly food costs 
covered based on the age and sex of recipients. Those amounts are shown in Table 10. 

This paper estimates the cost of food for a family with a mother aged 20-50 years ($242.20) with two children 
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aged 6-8 years old ($199.40 each) for a monthly cost estimated at $641 and an annual cost estimated at $7,692.

Table 10: TEFAP Benefits by Sex and Age

LIFELINE PROGRAM FOR LOW-INCOME CONSUMERS AND THE AFFORDABLE 
CONNECTIVITY PROGRAM (ACP)

The Lifeline Program was established to provide cell phone and internet service to low-income families. 
Anyone already enrolled in Medicaid, SNAP, Rental Assistance (as well as other programs not included in 
this paper) is automatically eligible.84 If the applicant’s household income is at or below 135 percent of the 
poverty, he or she is also eligible for lifeline. The program offers a service discount of $9.25 per month for 
cell phone and/or internet service.

Implemented during the COVID-19 pandemic, the Affordable Connectivity Program (ACP) aimed to pro-
vide subsidies for broadband access to low-income households. Both Lifeline and ACP are grouped together 
because if a recipient was enrolled in Lifeline, he or she was automatically qualified for the ACP.85 This 
program offered $30 per month for qualifying households.86 Winfree (2024) notes that the program has 
inadvertently led to higher costs for low-speed internet plans.87 Furthermore, broadband providers have 
adjusted their pricing strategies to capture more of the subsidy provided to low-income households, thus 
increasing the overall cost burden on these consumers.88 Winfree (2024) suggested phasing out the ACP to 
prevent further market distortions and rising costs.89 

As of the date of enrollment freeze on February 8, 2024, there were just under 23 million households (ap-
proximately 17.5 percent of all households in the US) enrolled in the ACP.90 These enrolled households re-
ceived ACP coverage until the end of the program on June 1, 2024. The FCC notes, however, that “The ACP 
has ended for now,” implying that it will be brought back in the future.91
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Total Welfare Benefits Across the States
Table 11 shows those amounts using all the programs included in this study, which results in a much 
larger increase in the total value of welfare benefit packages. As with Table 11, the 1995 amount is ad-
justed to 2023 dollars while the 2013 and 2024 amounts are adjusted for regional price parities (RPPs) 
by state. Adjusting for RPPs allow for comparisons of purchasing power across the states and DC. These 
figures represent the amount of benefits a family consisting of a single parent and two dependent chil-
dren can receive annually. As a caveat, while it is likely for a recipient to be enrolled in multiple welfare 
benefits programs, it is unlikely for a recipient to be enrolled in all programs discussed in this paper. 
Alternative welfare program combinations are examined in the next section. 

Table 11: Welfare Benefit Totals 1995, 2013, and 2024 (2023 Dollars, adjusted for RPP)
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How Does Welfare Pay Compared to Work?
Tanner and Hughes (2013) found “Welfare currently pays more than a minimum-wage job in 35 states, 
even after accounting for the Earned Income Tax Credit, and in 13 states it pays more than $15 per hour.”92 
The results here show that welfare currently pays more than a minimum wage job in all 50 states. It is 
important to note here that the federal minimum wage has not changed since July 2009, making its infla-
tion-adjusted value lower over time while welfare benefits are adjusted for inflation.93 This holds true when 
restricting the programs to those used in the 2013 paper, as well as in all programs included in this paper. 
These results also account for the Earned Income Tax Credit and Child Tax Credit.

Table 12 compares total welfare benefit packages in each state to the tenth percentile income (a proxy for 
a starting salary) for each state.

In all 50 states, welfare pays more than the tenth percentile annual income, both before and after taxes.94
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Table 12: Total Welfare Benefits Compared to Starting Salary (10th Percentile)
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Table 13: Total Welfare Benefits as a Percentage of State Median Income

In all 50 states, total welfare benefits pay more than the state median income. If a family does receive all 
the benefits measured in this paper (albeit doing so is incredibly rare) welfare recipients have a massive 
incentive not to work. It is important to note, however, that while Table 13 portrays rare instances in which 
a family would be receiving all benefits measured in this study, most welfare recipients are enrolled in 
multiple programs. This section will also examine several alternative scenarios of welfare benefit distribu-
tion. That distribution is based on the most likely combinations of benefits determined by the Office of the 
Assistant Secretary for Planning and Evaluation (ASPE).

The first bundle shows that of a TANF recipient, who is most likely to receive two or more programs (in-
cluding eligibility for the EITC). It is also important to note that, with a TANF recipient extremely likely to 
receive SNAP and Medicaid, the probability of receiving housing assistance and energy assistance increas-
es. In addition, receiving these programs automatically enrolls the recipient for cell phone and internet 
assistance (both Lifeline and the ACP). The greater amount between total welfare benefits and a post-tax 
starting salary (tenth percentile income) is in bold and italics.
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Table 14: Does Welfare Pay More Than Starting Salary? (TANF Bundle)
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This bundle of welfare programs pays more than the starting salary (tenth percentile income) in 48 states 
and DC. The only states where a starting salary pays more than welfare are Arkansas and South Carolina.

The next bundle examined is the most common bundle of welfare assistance based on Macartney and Gh-
ertner (2019): Medicaid, SNAP, and the EITC compared to a starting salary (tenth percentile income after 
taxes).95 This combination, however, does not pay more than a starting salary in any state.
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Table 15: Does Welfare Pay More Than Starting Salary? (Macartney and Ghertner Bundle)

Policy Solutions
GENERAL PRINCIPLES FOR ENDING WELFARE DEPENDENCE

While welfare provides short-term relief to recipients, the generosity of these benefits punishes work by 
incentivizing recipients to remain on welfare for as long as possible. Given the myriad of programs, this 
section offers broader principles for ending dependence on the welfare state, adapted from various research 
on removing barriers to work and welfare reform.96

WELFARE REFORM

The best welfare reform is to get all levels of government out of the way. The federal government lacks the 
ability to know the best possible allocation of resources to help the poor. That is evident by the billions of 
dollars in improper payments (both by mistake and through fraud) made through the welfare system each 
year.97 With the wide array of programs, receiving benefits becomes contingent on knowing how the inter-
connected system of welfare benefits works, not need.98 

If government welfare programs must exist, it would be ideal to consolidate all programs into a single 
cash-transfer program, eliminating the in-kind benefit programs, and allowing recipients to budget for 
themselves. If Americans are to receive welfare, require they work or prepare for work as a condition for 
receiving aid, as well as removing penalties against marriage within the welfare system (i.e. higher payouts 
to singles than households for various programs). Ultimately, the best way to fight poverty is by allowing 
the private sector (through both access to employment and private charity) to tackle the issue.
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REMOVE BARRIERS TO EMPLOYMENT ENTRY 

The Federal Register and state regulatory codes intervene in almost every aspect of American life. Pol-
icymakers must repeal regulations that create barriers to entry for someone seeking employment (i.e. 
occupational licensing requirements) as well as regulations that limit the number participants in a mar-
ket. Regulations often add difficulty to finding work, starting a business, and even hiring additional staff. 
Minimum wage laws also negatively impact employment and create barriers to entry for low-skilled work-
ers. Research shows that minimum wages reduce employment, income mobility, and increase prices for 
all consumers.99 These regulations create “benefit cliffs” or “welfare traps” where individuals choosing to 
leave welfare lose more value in benefits than they gain from increased income, creating an incentive not 
to work. These traps inadvertently block Americans from the single greatest solution to poverty: employ-
ment.100 By increasing the difficulty for potential workers to find a job and for employers to hire, more 
workers have an incentive to sign up for or remain on welfare.101

SOUND TAX REFORM ALLOWS AMERICANS TO KEEP WHAT THEY EARN 

Another contributor to benefit cliffs are income taxes, especially progressive income taxes. Progressive in-
come taxes reduce the payoff to work and investment on the margin by imposing higher tax rates on higher 
levels of marginal income.102 Even in cases where tax credits, such as the Earned Income Tax Credit (EITC), 
can help offset some benefits cliffs, these tax credits punish taxpayers in other ways, such as punishing 
marriage. Under the current EITC parameters, a married couple with two children would exhaust benefits 
at $62,688, while a single parent would do so at just under $7,000 less.103 Tanner (2022) notes, “Thus, the 
single parent can continue to receive benefits at higher income levels relative to the poverty level than 
married couples can—and the credit is more generous since the benefits are being distributed among the 
three people, rather than four.”104 In addition, the complexity of the EITC has led to a high error rate (both 
fraud and improper calculation).105 

Policymakers must also replace graduated income taxes with a flat income tax and a simplified tax code 
so taxpayers can keep more of what they earn up front instead of requiring taxpayers to request it back 
through credits and deductions. When combined with spending reductions, the best income tax rate is a 
zero percent income tax, allowing workers to keep the income they earn.

PRESERVING THE DOLLAR’S PURCHASING POWER 

Ideally, the supply and demand for money would respond directly to market actors without government 
intervention, but that is not the world we live in. Given that the Federal Reserve exists and has a monopoly 
on providing legal tender in the United States, it must be constrained by rules.

Real median earnings have only just recovered to 2020 levels thanks to above-average inflation from 2020-
2024.106 Monetary policy was a major contributor to that above-average inflation since 2020.107 As purchas-
ing power decreases from inflation, a single dollar’s ability to purchase goods and services diminishes and 
household financial stress increases. The stronger the purchasing power of the dollar, the less incentive 
someone has to seek financial assistance from the government (all else remaining equal). Research shows 
that a rules-based monetary policy better protects purchasing power than the current policy of “con-
strained discretion” where monetary policy can be adversely affected by political pressures.108
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Universal Savings Accounts: An Alternative to the Entitle-
ment Status Quo 
An alternative to adjusting entitlement policies is to replace all entitlements with a “universal savings ac-
count (USA).” Economist Adam Michel describes a USA as an account, “that would function similarly to 
retirement accounts—income saved in the account would only be taxed once—but without restrictions on 
who can contribute, on what the funds can be used for, or when they can be spent.”109 Michel and others 
have noted that current tax and fiscal policy punishes savings through income and payroll taxes and then 
again through corporate income taxes, taxes on investment income, or taxes transfers (i.e. taxes on gifts 
and inheritance).110, 111 McBride, et al (2024) also notes that USAs are in place in Canada and the United 
Kingdom, where “tax-advantaged savings vehicles with unrestricted use of funds” allow citizens to secure 
their financial stability.112

Economist Veronique de Rugy made a similar case for Personal Unemployment Insurance Accounts 
(PISAs).113 de Rugy explains that these accounts are similar to 401(k)s. The accounts are financed through 
payroll tax contributions from both the employer and employee and are individually owned by workers. 
When the worker is unemployed, he or she can make withdrawals to compensate for the loss to their in-
comes. When the worker does go back to work, he or she can build their PISA balance back up. Upon retire-
ment, retirees can also use PISAs to bolster their retirement income or transfer funds to others named in 
their will should the PISA owner pass away.114

PISAs were initially pioneered by Chile in 2002 and are currently in place in several Latin American coun-
tries as well as in Austria and Jordan.115 In addition to the PISAs Chile also includes a public safety net, 
known as the solidarity fund, financed by employers and the government, similar to UI trust funds.116 de 
Rugy notes that the solidarity fund creates the same incentives not to work as a traditional UI, such as 
postponing a search for a new job until benefit payments are expected to stop.117

While individual retirement accounts (IRA) and health savings accounts (HSA) reduced the cost of savings, 
taxpayers are punished if money is withdrawn before the government designated retirement age from an 
IRA or if HSA funds are not used for a government-approved health expense. Replacing the myriads of 
entitlements with a USA would allow the average person to tailor their savings and investments to their 
specific financial needs.

Conclusion
Each program included in this paper requires its own in-depth analysis to understand program intrica-
cies, flaws, and options for reform, which go beyond the scope of this paper. While some programs, such 
as Medicaid, TANF, and SNAP, have generated large amounts of research on their respective flaws and 
possible reforms, there is scant literature elsewhere. This paper hopes to highlight the need for welfare re-
form, which will spur additional in-depth analyses of all welfare programs and inspire substantial reforms. 
Excessively generous welfare programs are likely to reduce work efforts, especially when welfare benefits 
compare favorably to the post-tax median wage. The way forward is a combined effort of welfare, tax, and 
regulatory reform to help Americans escape welfare traps and find gainful employment, which is the true 
path out of poverty.
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Appendix: Tax Liability Calculations
All Rates Sourced From the Tax Foundation.118, 119

FEDERAL TAX LIABILITIES
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