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Executive Summary

In 1995, the Cato Institute published a 
groundbreaking study, The Work vs. Welfare 
Trade-Off, which estimated the value of the full 
package of welfare benefits available to a typical 
recipient in each of the 50 states and the Dis-
trict of Columbia. It found that not only did the 
value of such benefits greatly exceed the poverty 
level but, because welfare benefits are tax-free, 
their dollar value was greater than the amount 
of take-home income a worker would receive 
from an entry-level job. 

Since then, many welfare programs have un-
dergone significant change, including the 1996 
welfare reform legislation that ended the Aid to 
Families with Dependent Children program and 
replaced it with the Temporary Assistance to 
Needy Families program. Accordingly, this pa-
per examines the current welfare system in the 
same manner as the 1995 paper. Welfare benefits 

continue to outpace the income that most recip-
ients can expect to earn from an entry-level job, 
and the balance between welfare and work may 
actually have grown worse in recent years.

The current welfare system provides such a 
high level of benefits that it acts as a disincen-
tive for work. 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. 
If Congress and state legislatures are serious 
about reducing welfare dependence and reward-
ing work, they should consider strengthening 
welfare work requirements, removing exemp-
tions, and narrowing the definition of work. 
Moreover, states should consider ways to shrink 
the gap between the value of welfare and work 
by reducing current benefit levels and tighten-
ing eligibility requirements. 

Michael Tanner is a senior fellow, and Charles Hughes is a research assistant, at the Cato Institute.
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There is no 
evidence that 

people on welfare 
are lazy or do not 

wish to work.

Introduction

There is little doubt that one of the most 
important long-term steps toward avoid-
ing or getting out of poverty is taking a job. 
Only 2.6 percent of full-time workers are 
poor, as defined by the Federal Poverty Level 
(FPL) standard, compared with 23.9 percent 
of adults who do not work. Even part-time 
work makes a significant difference; only 15 
percent of part-time workers are poor.1 And 
while many anti-poverty activists decry low-
wage jobs, a minimum-wage job can be a 
springboard out of poverty. 

Moreover, while periods of high unem-
ployment undoubtedly make it harder for 
individuals to find work, especially low-
skilled workers, the relationship between un-
employment rates and the number of fami-
lies on the Temporary Assistance for Needy 
Families (TANF) welfare program is tenuous 
at best, as indicated in Figure 1.2

Contrary to stereotypes, there is no evi-
dence that people on welfare are lazy or do 

not wish to work. Indeed, surveys of welfare 
recipients consistently show their desire for a 
job. At the same time, however, the evidence 
suggests that many are reluctant to accept 
available employment opportunities. 

Despite the work requirements included in 
the 1996 welfare reform, nationwide less than 
42 percent of adult welfare recipients are actu-
ally working. The actual work participation 
may be much lower than that. Many recipients 
credited as working do not have jobs, but are 
participating in other “work activities” such 
as job training or job search. In fact, less than 
20 percent of recipients have unsubsidized 
private-sector jobs.

Many welfare recipients, particularly long-
term recipients, lack the skills and attachment 
to the job market necessary to obtain the types 
of jobs that pay average or above-average wages. 
Individuals who do leave welfare for work most 
often start employment in the service or retail 
industries, in positions such as clerks, secretar-
ies, cleaning persons, sales help, and waitresses. 
Although it would be nice to raise the wages of 

0 

1 

2 

3 

4 

5 

6 

0 

2 

4 

6 

8 

10 

12 

1996 1998 2000 2002 2004 2006 2008 2010 

Unemployment Rate TANF Families 

Figure 1
Unemployment Rate and Enrollment in the Temporary Assistance for Needy 
Families (TANF) Program

Sources: Bureau of Labor Statistics; Office of Family Assistance.
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The federal 
government 
currently funds 
126 separate 
programs 
targeted toward 
low-income 
people.

entry-level service workers, government has no 
ability to do so—attempts to mandate wage in-
creases, such as increases in the minimum wage, 
primarily result in increased unemployment for 
the lowest-skilled workers.3 

Therefore, it seems likely that it will con-
tinue to be difficult to move individuals from 
welfare to work as long as the level of welfare 
benefits makes the choice not to work a ra-
tional alternative.

The Value of Welfare

Most reports on welfare focus on only a 
single program, the cash-benefit program Tem-
porary Assistance for Needy Families (TANF). 
But this focus leaves a misimpression that wel-
fare benefits are quite low, providing a bare sub-
sistence level of income. In reality, the federal 
government currently funds 126 separate pro-
grams targeted toward low-income people, 72 
of which provide either cash or in-kind benefits 
to individuals. (The remainder fund commu-
nitywide programs for low-income neighbor-
hoods, but do not provide benefits directly to 
individual recipients.) State, county, and mu-
nicipal governments operate additional welfare 
programs. Of course, no individual or family re-
ceives benefits from all 72 programs, but many 
recipients do receive aid from a number of the 
programs at any given time. The total value 
of welfare received, therefore, is likely to be far 
higher than simply the level of TANF benefits. 

In 1995, the Cato Institute examined the 
value of the full package of welfare benefits 
available to a typical recipient in each of the 50 
states and the District of Columbia.4 The Work 
vs. Welfare Trade-Off found that not only did the 
value of such benefits greatly exceed the poverty 
level, but because welfare benefits are tax free, 
their dollar value was greater than the amount 
of take-home income a worker would receive 
from an entry-level job. Since that study was 
published, however, many welfare programs 
have undergone significant change, including 
the 1996 welfare reform legislation that ended 
the Aid to Families with Dependent Children 
(AFDC) program and replaced it with TANF.

We have therefore reexamined the issue 
in light of current benefits. In particular, this 
study seeks to determine the approximate level 
of benefits that a typical welfare family, consist-
ing of a single mother with two children, might 
receive, and to compare those benefits with the 
wages that a recipient would need to earn in or-
der to take home an equivalent income.

Among our key findings:

 ● In 18 states, the total value of welfare 
benefits has declined in inflation ad-
justed terms since 1995. However, this 
is due to the changing composition of 
what we included in the package of ben-
efits (largely reflecting a reduction in the 
number of people on welfare who receive 
public housing assistance) rather than a 
real decline in the value of components. 

 ● Despite this decline, welfare currently 
pays more than a minimum wage job in 
35 states, even after accounting for the 
Earned Income Tax Credit.

 ● Because of increases in the Earned In-
come Tax Credit (EITC) and the cre-
ation of the Child Tax Credit (CTC), as 
well as the adoption of state-level equiv-
alents of the EITC, it is possible for an 
individual leaving welfare to take a job 
paying slightly less than welfare without 
a loss of income in 39 states. However, 
that difference is small and not likely to 
offset the value of leisure.

 ● In another 12 states, an individual leav-
ing welfare for a job paying the same 
amount as welfare would see a decline 
in actual income. 

 ● In 33 states, the equivalent wage value 
of welfare has increased since 1995. The 
state seeing the largest increase, by a 
large margin, was Vermont. Other states 
with significant increases include Ha-
waii and New Hampshire, as well as the 
District of Columbia.

 ● In fact, in 13 states, welfare pays more 
than $15 per hour. The most gener-
ous benefit package was in Hawaii, 
although that may be distorted by the 
state’s high cost of living. The second 
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highest level of benefits was in the Dis-
trict of Columbia, followed by Massa-
chusetts.

 ● In 11 states, welfare pays more than 
the average pre-tax first year wage for a 
teacher. In 39 states it pays more than the 
starting wage for a secretary. And, in the 
3 most generous states a person on wel-
fare can take home more money than an 
entry-level computer programmer.

Table 1 shows the total value of welfare ben-
efits by state, as well as the relative change since 
1995. In 18 states, the total value of welfare bene-
fits has declined in inflation-adjusted terms since 
our previous study, while it has risen in the other 
32 states and the District of Columbia. 

Moreover, a recipient who leaves welfare for 
work will have to pay taxes on his or her wages. 
To some degree, those taxes are offset by tax 
credits such as the Earned Income Tax Credit 

Rank  Jurisdiction

1995 Package 
Adjusted for 
Inflation ($) 2013 ($)

Increase 
(Decrease) ($)

1 Hawaii 41,910 49,175 7,265

2 District of Columbia 34,368 43,099 8,730

3 Massachusetts 37,346 42,515 5,169

4 Connecticut 36,981 38,761 1,781

5 New Jersey 33,194 38,728 5,533

6 Rhode Island 32,549 38,632 6,083

7 New York 33,430 38,004 4,574

8 Vermont 28,338 37,705 9,367

9 New Hampshire 30,166 37,160 6,994

10 Maryland 29,448 35,672 6,224

11 California 31,259 35,287 4,029

12 Wyoming 26,866 33,119 6,253

13 Oregon 25,625 31,674 6,049

14 Minnesota 27,865 31,603 3,738

15 Nevada 27,887 31,409 3,521

16 Washington 28,301 30,816 2,514

17 North Dakota 25,403 30,681 5,278

18 New Mexico 26,243 30,435 4,191

19 Delaware 27,933 30,375 2,442

20 Pennsylvania 26,555 29,817 3,263

21 South Dakota 25,216 29,439 4,223

22 Kansas 25,214 29,396 4,182

Table 1
Comparing Welfare Benefits Packages, 1995 vs. 2013
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Rank  Jurisdiction

1995 Package 
Adjusted for 
Inflation ($) 2013 ($)

Increase 
(Decrease) ($)

23 Alaska 40,569 29,275 (11,295)

24 Montana 23,895 29,123 5,227

25 Michigan 26,534 28,872 2,338

26 Ohio 25,009 28,723 3,714

27 North Carolina 24,187 28,142 3,955

28 West Virginia 22,971 27,727 4,756

29 Indiana 25,978 26,891 913

30 Missouri 22,819 26,837 4,018

31 Oklahoma 25,146 26,784 1,637

32 Alabama 20,878 26,638 5,760

33 Louisiana 24,615 26,538 1,923

34 South Carolina 24,105 26,536 2,431

35 Wisconsin 26,275 21,483 (4,792)

36 Arizona 22,366 21,364 (1,002)

37 Virginia 29,291 20,884 (8,407)

38 Nebraska 23,761 20,798 (2,963)

39 Colorado 27,889 20,750 (7,139)

40 Iowa 26,194 20,101 (6,092)

41 Maine 28,737 19,871 (8,865)

42 Georgia 24,788 19,797 (4,991)

43 Utah 26,954 19,612 (7,342)

44 Illinois 26,431 19,442 (6,989)

45 Kentucky 23,885 18,763 (5,122)

46 Florida 26,092 18,121 (7,971)

47 Texas 23,376 18,037 (5,338)

48 Idaho 25,730 17,766 (7,964)

49 Arkansas 21,287 17,423 (3,864)

50 Tennessee 22,034 17,413 (4,621)

51 Mississippi 19,693 16,984 (2,709)

Sources: Michael Tanner et al., “The Work Versus Welfare Trade-Off: An Analysis of the Total Level of Welfare 
Benefits by State,” Cato Institute Policy Analysis no. 240, September 19, 1995, and authors’ calculations.

Table 1 Continued
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(EITC), the Child Tax Credit (CTC), and state-
level equivalents of the EITC. In fact, in 39 states, 
the combination of those tax credits exceeds the 
amount of taxes that the individual would have 
to pay. Because these credits are refundable (that 
is, payable even if they exceed the value of taxes 
paid),5 they would enable an individual to take a 
job paying slightly less than the value of welfare 

benefits without a loss of overall income. How-
ever, in 12 other states, taxes still exceed the value 
of any tax credits available, meaning the worker 
would actually have to earn more than the value 
of welfare in order to receive an equivalent level 
of income. Table 2 shows the equivalent wages 
needed to be earned in each state to equal wel-
fare, as well as any change since 1995. 

Rank  Jurisdiction

Original 
Inflation 

Adjusted ($) 2013 ($)
Increase  

(Decrease) ($)

1 Hawaii 55,001 60,590  5,589

2 District of  Columbia 43,970 50,820  6,850

3 Massachusetts 46,086 50,540  4,454

4 Connecticut 44,726 44,370  (356)

5 New York 41,251 43,700  2,449

6 New Jersey 40,042 43,450  3,408

7 Rhode Island 39,438 43,330  3,892

8 Vermont 31,580 42,350  10,770

9 New Hampshire 34,451 39,750  5,299

10 Maryland 34,451 38,160  3,709

11 California 36,416 37,160  744

12 Oregon 29,012 34,300  5,288

13 Wyoming 28,861 32,620  3,759

14 Nevada 30,523 29,820  (703)

15 Minnesota 31,429 29,350  (2,079)

16 Delaware 32,487 29,220  (3,267)

17 Washington 31,278 28,840  (2,438)

18 North Dakota 26,594 28,830  2,236

19 Pennsylvania 29,767 28,670  (1,097)

20 New Mexico 28,105 27,900  (205)

21 Montana 24,630 26,930  2,300

22 South Dakota 26,141 26,610  469

23 Kansas 26,594 26,490  (104)

24 Michigan 29,767 26,430  (3,337)

Table 2
Comparing Pretax Wage Equivalents, 1995 vs. 2013
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Rank  Jurisdiction

Original 
Inflation 

Adjusted ($) 2013 ($)
Increase  

(Decrease) ($)

25 Alaska 48,655 26,400  (22,255)

26 Ohio 26,292 26,200  (92)

27 North Carolina 25,385 25,760  375

28 West Virginia 22,968 24,900  1,932

29 Alabama 19,643 23,310  3,667

30 Indiana 28,709 22,900  (5,809)

31 Missouri 22,514 22,800  286

32 Oklahoma 26,745 22,480  (4,265)

33 Louisiana 25,687 22,250  (3,437)

34 South Carolina 24,479 21,910  (2,569)

35 Arizona 21,305 15,320  (5,985)

36 Wisconsin 29,314 14,890  (14,424)

37 Virginia 34,905 14,870  (20,035)

38 Colorado 31,580 14,750  (16,830)

39 Nebraska 24,025 14,420  (9,605)

40 Iowa 28,709 14,200  (14,509)

41 Georgia 26,292 14,060  (12,232)

42 Utah 30,069 13,950  (16,119)

43 Maine 32,638 13,920  (18,718)

44 Illinois 29,314 13,580  (15,734)

45 Kentucky 25,385 13,350  (12,035)

46 Florida 27,501 12,600  (14,901)

47 Texas 22,968 12,550  (10,418)

48 Tennessee 20,701 12,120  (8,581)

49 Arkansas 19,946 12,230  (7,716)

50 Mississippi 17,377 11,830  (5,547)

51 Idaho 27,198 11,150  (16,048)

Sources: Michael Tanner et al., “The Work Versus Welfare Trade-Off: An Analysis of the Total Level of Welfare 
Benefits by State,” Cato Institute Policy Analysis no. 240, September 19, 1995; authors’ calculation using C. 
Scott, “The Earned Income Tax Credit (EITC): Changes for 2012 and 2013,” Congressional Research Service, 
January 2013; Internal Revenue Service, “Earned Income Credit (EIC),” Publication No. 596 1996; Social Security 
Administration, “Social Security and Medicare Tax Rates,” March 2013; Tax Foundation, “State Individual 
Income Tax Rates 2000–2013,” April 2013.

Table 2 Continued
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If one looks at this as an hourly wage (as 
shown in Table 3), it is easy to see that welfare 
pays more than a minimum-wage job in 33 
states—in many cases, significantly more. In 

fact, in a dozen states and the District of Co-
lumbia, welfare pays more than $15 per hour. 
If one compares the wage-equivalent value 
of welfare to median work-related income 

Rank  Jurisdiction
Pre-tax 

 Equivalent ($)
Hourly Wage  

Equivalent ($)*

1 Hawaii 60,590 29.13

2 District of Columbia 50,820 24.43

3 Massachusetts 50,540 24.30

4 Connecticut 44,370 21.33

5 New York 43,700 21.01

6 New Jersey 43,450 20.89

7 Rhode Island 43,330 20.83

8 Vermont 42,350 20.36

9 New Hampshire 39,750 19.11

10 Maryland 38,160 18.35

11 California 37,160 17.87

12 Oregon 34,300 16.49

13 Wyoming 32,620 15.68

14 Nevada 29,820 14.34

15 Minnesota 29,350 14.11

16 Delaware 29,220 14.05

17 Washington 28,840 13.87

18 North Dakota 28,830 13.86

19 Pennsylvania 28,670 13.78

20 New Mexico 27,900 13.41

21 Montana 26,930 12.95

22 South Dakota 26,610 12.79

23 Kansas 26,490 12.74

24 Michigan 26,430 12.71

25 Alaska 26,400 12.69

Table 3
Hourly Wage Equivalents
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Rank  Jurisdiction
Pre-tax 

 Equivalent ($)
Hourly Wage  

Equivalent ($)*

26 Ohio 26,200 12.60

27 North Carolina 25,760 12.38

28 West Virginia 24,900 11.97

29 Alabama 23,310 11.21

30 Indiana 22,900 11.01

31 Missouri 22,800 10.96

32 Oklahoma 22,480 10.81

33 Louisiana 22,250 10.70

34 South Carolina 21,910 10.53

35 Arizona 15,320 7.37

36 Wisconsin 14,890 7.16

37 Virginia 14,870 7.15

38 Colorado 14,750 7.09

39 Nebraska 14,420 6.93

40 Iowa 14,200 6.83

41 Georgia 14,060 6.76

42 Utah 13,950 6.71

43 Maine 13,920 6.69

44 Illinois 13,580 6.53

45 Kentucky 13,350 6.42

46 Florida 12,600 6.06

47 Texas 12,550 6.03

48 Arkansas 12,230 5.88

49 Tennessee 12,120 5.83

50 Mississippi 11,830 5.69

51 Idaho 11,150 5.36

Source: Authors’ calculations using C. Scott, “The Earned Income Tax Credit (EITC): Changes for 2012 and 
2013,” Congressional Research Service, January 2013; Internal Revenue Service, “Earned Income Credit (EIC),” 
Publication No. 596 1996; Social Security Administration, “Social Security and Medicare Tax Rates,” March 
2013; Tax Foundation, “State Individual Income Tax Rates 2000–2013,” April 2013.

*Based on 2,080-hour work year. 

Table 3 Continued
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(as shown in Table 4), welfare actually pays 
better in eight states, and nearly as well in 
numerous other states. 

Indeed, in 11 states, welfare pays more 
than the average pre-tax first-year wage for 

a teacher. In 39 states it pays more than the 
starting wage for a secretary. And, in the 
three most generous states, a person on 
welfare can take home more money than an 
entry-level computer programmer.6

Rank  Jurisdiction
Pretax Wage 

Equivalent ($)
Median Salary

($)

Percentage of 
 Median Salary  

(%)

1 Hawaii 60,590 36,275 167.0

2 Vermont 42,350 34,029 124.5

3 Massachusetts 50,540 42,723 118.3

4 Rhode Island 43,330 36,858 117.6

5 New Hampshire 39,750 35,339 112.5

6 New York 43,700 39,562 110.5

7 New Jersey 43,450 39,541 109.9

8 Connecticut 44,370 41,330 107.4

9 Oregon 34,300 35,152 97.6

10 California 37,160 38,522 96.5

11 Maryland 38,160 40,456 94.3

12 New Mexico 28,840 31,034 92.9

13 South Dakota 26,610 28,662 92.8

14 Montana 26,930 29,390 91.6

15 Nevada 29,820 32,656 91.3

16 Wyoming 32,620 36,130 90.3

17 North Dakota 28,830 32,032 90.0

18 West Virginia 24,900 27,997 88.9

19 Kansas 26,490 30,826 85.9

20 District of  Columbia 50,820 61,173 83.1

21 Pennsylvania 28,670 34,757 82.5

22 North Carolina 25,760 31,533 81.7

23 Delaware 29,220 36,192 80.7

24 Ohio 26,200 32,594 80.4

Table 4
Pretax Wage Equivalents Compared to Median Salaries
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Rank  Jurisdiction
Pretax Wage 

Equivalent ($)
Median Salary

($)

Percentage of 
 Median Salary  

(%)

25 Minnesota 29,350 36,483 80.4

26 Alabama 23,310 29,848 78.1

27 Michigan 26,430 34,258 77.2

28 Oklahoma 22,480 29,661 75.8

29 Indiana 22,900 31,283 73.2

30 Missouri 22,800 31,179 73.1

31 South Carolina 21,910 30,056 72.9

32 Louisiana 22,250 30,722 72.4

33 Washington 28,840 40,144 71.8

34 Alaska 26,400 42,952 61.5

35 Nebraska 14,420 30,826 46.8

36 Iowa 14,200 31,179 45.5

37 Arizona 15,320 34,112 44.9

38 Wisconsin 14,890 33,363 44.6

39 Georgia 14,060 31,720 44.3

40 Kentucky 13,350 30,410 43.9

41 Utah 13,950 32,053 43.5

42 Mississippi 11,830 27,269 43.4

43 Arkansas 12,230 28,454 43.0

44 Maine 13,920 32,510 42.8

45 Florida 12,600 30,659 41.1

46 Virginia 14,870 36,296 41.0

47 Tennessee 12,120 30,285 40.0

48 Colorado 14,750 37,066 39.8

49 Texas 12,550 32,115 39.1

50 Illinois 13,580 35,256 38.5

51 Idaho 11,150 30,181 36.9

Table 4 Continued

Source: Authors’ calculations and Bureau of Labor Statistics, “May 2012 Occupational Employment and Wage 
Estimates,” Occupational Employment Statistics, April 2013.
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Rank  Jurisdiction
Welfare

Benefit ($) Percent of  FPL  (%)

1 District of Columbia 43,099 220.7

2 Hawaii 49,175 218.8

3 Massachusetts 42,515 217.7

4 New Jersey 38,728 198.3

5 Connecticut 38,761 198.5

6 Rhode Island 38,632 197.8

7 New York 38,004 194.6

8 Vermont 37,705 193.1

9 New Hampshire 37,160 190.3

10 Maryland 35,672 182.7

11 California 35,287 180.7

12 Wyoming 33,119 169.6

13 Minnesota 31,603 161.8

14 Oregon 31,674 162.2

15 Nevada 31,409 160.8

16 Washington 30,816 157.8

17 North Dakota 30,681 157.1

18 New Mexico 30,435 155.8

19 Delaware 30,375 155.5

20 Pennsylvania 29,817 152.7

21 South Dakota 29,439 150.7

22 Kansas 29,396 150.5

23 Montana 29,123 149.1

24 Michigan 28,872 147.8

25 Ohio 28,723 147.1

26 North Carolina 28,142 144.1

27 West Virginia 27,727 142.0

28 Indiana 26,891 137.7

29 Missouri 26,837 137.4

30 Oklahoma 26,784 137.1

31 Alabama 26,638 136.4

Table 5
Welfare Benefits Packages as Percentage of Federal Poverty Level (FPL)
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Far from condemning welfare recipients to 
a life of poverty, welfare actually exceeds the 
FPL in 42 states and the District of Columbia 
(as show in Table 5). In fact, in the District of 
Columbia, Hawaii, and Massachusetts, wel-
fare pays more than twice the poverty level.7

Methodology

There are currently 126 separate federal an-
ti-poverty programs, defined as either means-
tested assistance or programs that are explicitly 

identified as intended to fight poverty.8 Most 
welfare programs are means-tested programs 
that provide aid directly to low-income persons 
in the form of cash, food, housing, medical care, 
and so forth, with eligibility based on the re-
cipients’ income. The remaining programs are 
either community-targeted programs, which 
provide aid to communities that have large 
numbers of poor people or are economically 
distressed, or categorical programs, which base 
eligibility for benefits on belonging to a needy or 
disadvantaged group such as migrant workers 

Rank  Jurisdiction
Welfare

Benefit ($) Percent of  FPL  (%)

32 Louisiana 26,538 135.9

33 South Carolina 26,536 135.9

34 Alaska 29,275 119.9

35 Wisconsin 21,483 110.0

36 Arizona 21,364 109.4

37 Virginia 20,884 106.9

38 Nebraska 20,798 106.5

39 Colorado 20,750 106.2

40 Iowa 20,101 102.9

41 Maine 19,871 101.7

42 Georgia 19,797 101.4

43 Utah 19,612 100.4

44 Illinois 19,442 99.6

45 Kentucky 18,763 96.1

46 Florida 18,121 92.8

47 Texas 18,037 92.4

48 Idaho 17,766 91.0

49 Arkansas 17,423 89.2

50 Tennessee 17,413 89.2

51 Mississippi 16,984 87.0

Source: Authors’ calculations and Office of the Assistant Secretary of Planning and Evaluation, “2013 Poverty 
Guidelines,” U.S. Department of Health and Human Services.
Note: Alaska and Hawaii have a higher FPL than the 48 contiguous states. 

Table 5 Continued
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Some welfare 
programs are 

well known; 
others are barely 
heard of even in 

Washington.

or the homeless. Some welfare programs are 
well known; others are barely heard of even 
in Washington. Overall, these programs cost 
roughly $668.2 billion annually. In addition, 
state and local programs spend an additional 
$284 billion fighting poverty.

Clearly no one receives benefits from all of 
these programs. Indeed, many federal welfare 
programs are so small or so narrowly targeted 
that few receive benefits. Yet many recipients do 
receive benefits from multiple programs. For 
purposes of this study, we assumed that our 
profile family receives the following benefits: 

Temporary Assistance for  
Needy Families

TANF is the primary U.S. cash benefit 
program for the poor, and is the program 
that is most often associated with “welfare.” 
Created in 1996 as part of the Personal Re-
sponsibility and Work Opportunity Rec-
onciliation Act (better known as welfare 
reform), TANF is the successor to AFDC. 
The program provides cash payments and 
other supportive services to needy families 
(see note under Table 6). The program is 
financed through a combination of federal 
funds (in the form of block grants to states) 
and state funds. Each state determines its 
benefit levels and (within certain federal 
guidelines) eligibility levels. 

Our hypothetical family would be eligible 
for TANF in all 50 states and the District of Co-
lumbia. As Table 6 shows, the most generous 
TANF benefits are available in Alaska ($923 per 
month), followed by California. Mississippi is 
the least generous TANF state ($170).9 

Comparing these benefit levels with 
AFDC benefits in 1995 shows that Maryland 
was the only state in which cash benefits in-
creased on an inflation-adjusted basis, while 
they declined in the rest. 

Supplemental Nutrition Assistance  
Program

The Supplemental Nutrition Assistance 
Program (SNAP) provides a voucher to low-
income families for the purchase of food. 
Long known as “food stamps,” the program 

was renamed in 2008, in part because paper 
vouchers (or stamps) had been discontinued 
in favor of electronic debit cards. The pro-
gram is fully financed by the federal govern-
ment and benefit levels are uniform nation-
ally, with the exception of Alaska and Hawaii 
where benefits are higher to reflect the 
higher cost of food. Those benefits are set so 
that eligible families should not have to pay 
more than 30 percent of their net income on 
a food package equal to the Agriculture De-
partment’s “Thrifty Food Plan,” adjusted for 
household size and inflation. 

Because eligibility for TANF conveys au-
tomatic eligibility for SNAP, our hypotheti-
cal family would be eligible for the program 
in all 50 states. However, because the fam-
ily’s cash benefits vary widely by state under 
TANF, the amount that they receive in SNAP 
benefits also varies by state.10 A lower TANF 
benefit means higher SNAP benefits. There-
fore, excluding the special cases of Alaska and 
Hawaii, the highest level of SNAP benefits 
were in states with low TANF benefits, such 
as Texas, Arkansas, and Tennessee. Converse-
ly, the lowest SNAP benefits are in states with 
high TANF benefits, like New Hampshire, 
Vermont, and California (see Table 7).11 

Medicaid
Medicaid, Title XIX of the Social Security 

Act, was started in 1965 and is the nation’s 
primary program for providing health care to 
the poor. Adults and children in low-income 
families make up about three-quarters of 
Medicaid recipients, but the remaining quar-
ter—primarily elderly patients receiving long-
term care and disabled individuals—accounts 
for a majority (almost 64 percent) of Medicaid 
spending.12 This study includes only spending 
on low-income individuals and families, not 
long-term care expenditures. 

As with TANF, Medicaid is administered 
by the states under broad federal guidelines, 
and is jointly funded by federal and state 
governments. Federal funding averages 59.4 
percent of states’ program costs, but ranges 
from 50 to 73.14 percent in 2013, depend-
ing on the specific state. Minimum eligibility 
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Rank  Jurisdiction

1995 Inflation- 
adjusted 
Monthly 
TANF ($)

Current  
Monthly  
TANF ($)

  
Change (%)

1 Alaska  1394 923 –34

2 California  917 723 –21

3 New York  1062 691 –35

4 Vermont  964 665 –31

5 Hawaii  1075 636 –41

6 Wisconsin  781 628 –20

7 New Hampshire  831 625 –25

8 Massachusetts  874 618 –29

9 Connecticut  1027 567 –45

10 Maryland  553 565  2

11 Washington  825 562 –32

12 Rhode Island  837 554 –34

13 South Dakota  630 539 –14

14 Minnesota  803 532 –34

15 Michigan  739 489 –34

16 Maine  631 485 –23

17 North Dakota  618 477 –23

18 Utah  625 474 –24

19 Montana  606 472 –22

20 Oregon  695 471 –32

21 Colorado  538 462 –14

22 New Mexico  539 447 –17

23 Illinois  555 432 –22

24 District of Columbia  635 428 –33

25 Iowa  643 426 –34

26 New Jersey  641 424 –34

27 Ohio  515 410 –20

28 Kansas  648 403 –38

29 Pennsylvania  636 403 –37

Table 6
Changes in TANF/AFDC Benefits
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Rank  Jurisdiction

1995 Inflation- 
adjusted 
Monthly 
TANF ($)

Current  
Monthly  
TANF ($)

  
Change (%)

30 Virginia  535 389 –27

31 Nevada  525 383 27

32 Nebraska  550 364 –34

33 Arizona  524 347 –34

34 West Virginia  376 340 –10

35 Wyoming  544 340 –38

36 Delaware  511 338 –34

37 Idaho  479 309 –35

38 Florida  458 303 –34

39 Missouri  441 292 –34

40 Oklahoma  490 292 –40

41 Indiana  435 288 –34

42 Georgia  423 280 –34

43 North Carolina  411 272 –34

44 South Carolina  303 263 –13

45 Texas  271 263 –3

46 Kentucky  345 262 –24

47 Louisiana  287 240 –16

48 Alabama  248 215 –13

49 Arkansas  308 204 –34

50 Tennessee  280 185 –34

51 Mississippi  181 170  –6

Sources: Michael Tanner et al., “The Work Versus Welfare Trade-Off: An Analysis of the Total Level of Welfare Benefits 
by State,” Cato Institute Policy Analysis no. 240, September 19, 1995; Gene Falk, “The Temporary Assistance for Needy 
Families (TANF) Block Grant: Responses to Frequently Asked Questions,” Congressional Research Service, January 2013.

Note: In addition to the direct cash assistance to needy families, states can use federal TANF funds to meet any 
of the four goals set out in the 1996 reform: (1) provide assistance to needy families so that children may be 
cared for in their own homes or in the homes of relatives; (2) end the dependence of needy parents on govern-
ment benefits by promoting job preparation, work, and marriage; (3) prevent and reduce the incidence of out-
of-wedlock pregnancies and establish annual numerical goals for preventing and reducing the incidence of these 
pregnancies; and (4) encourage the formation and maintenance of two-parent families.

Table 6 Continued
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Table 7
Supplemental Nutrition Assistance Program (SNAP) Benefits

Rank  Jurisdiction Monthly Benefit ($) Annual Benefit ($)

1 Hawaii 736  8,832 

2 Alaska 585  7,020 

3 Alabama 526  6,312 

4 Arizona 526  6,312 

5 Arkansas 526  6,312 

6 Colorado 526  6,312 

7 Connecticut 526  6,312 

8 Delaware 526  6,312 

9 Florida 526  6,312 

10 Georgia 526  6,312 

11 Idaho 526  6,312 

12 Indiana 526  6,312 

13 Kansas 526  6,312 

14 Kentucky 526  6,312 

15 Louisiana 526  6,312 

16 Maine 526  6,312 

17 Michigan 526  6,312 

18 Mississippi 526  6,312 

19 Missouri 526  6,312 

20 Montana 526  6,312 

21 Nebraska 526  6,312 

22 Nevada 526  6,312 

23 New Mexico 526  6,312 

24 North Carolina 526  6,312 

25 North Dakota 526  6,312 

26 Ohio 526  6,312 

27 Oklahoma 526  6,312 

28 Oregon 526  6,312 

29 South Carolina 526  6,312 
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levels are set by the federal government, but 
states have the option to expand that eligi-
bility. The federal minimum ensures that 
individuals eligible for TANF, including 
our hypothetical family, are also eligible for 
Medicaid in all 50 states and the District of 
Columbia.

There are several difficulties in measuring 
the value of Medicaid to an individual re-
cipient. First, per-recipient Medicaid spend-
ing varies widely by state, in part because of 
variations in the actual benefits provided 
by state. That is, the federal government re-
quires Medicaid to cover certain medical ser-

Rank  Jurisdiction Monthly Benefit ($) Annual Benefit ($)

30 Tennessee 526  6,312 

31 Texas 526  6,312 

32 Utah 526  6,312 

33 Virginia 526  6,312 

34 West Virginia 526  6,312 

35 Wyoming 526  6,312 

36 Illinois 525  6,300 

37 Iowa 522  6,264 

38 Massachusetts 521  6,252 

39 Minnesota 521  6,252 

40 Rhode Island 521  6,252 

41 Pennsylvania 514  6,168 

42 New Jersey 512  6,144 

43 District of Columbia 507  6,084 

44 Wisconsin 493  5,916 

45 Maryland 490  5,880 

46 South Dakota 471  5,652 

47 New York 438  5,256 

48 Washington 430  5,160 

49 Vermont 417  5,004 

50 California 416  4,992 

51 New Hampshire 403  4,836 

Table 7 Continued

Sources: Authors’ calculations using Food and Nutrition Services, “Supplemental Nutrition Assistance Program: 
Standard Utility Allowance Charts,” U.S. Department of Agriculture, February 2013; Food and Nutrition 
Services, “Fact Sheet on Resources, Income and Benefits,” U.S. Department of Agriculture, January 2013.
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Among long-
term welfare 
recipients . . . 
participation 
rates are likely to 
be far higher.

vices; however, states have the option to cover 
other services as well. In addition, states have 
wide discretion in determining the amount 
that health care providers are reimbursed 
for those services. Most important, the ac-
tual benefit is not paid to the recipient, but 
directly to the provider. It would be unfair, 
therefore, to assume that the benefit to the 
recipient is simply equal to the per-recipient 
cost of the program. In calculating the value 
of Medicaid benefits for our hypothetical 
family, we capped the value of those benefits 
at a level equal to the premium cost for an in-
surance policy that provides equivalent ben-
efits.13 As Table 8 shows, in 21 states the per-
recipient cost of Medicaid exceeds that cap. 

Housing Assistance
Housing assistance is provided through 

many programs, three of which are included 
in this study: public housing, Housing Assis-
tance Payments (better known as “Section 8”), 
and other rent subsidies. The amount of assis-
tance varies not just by state but within states, 
with higher amounts available in urban re-
gions where rents and housing prices are high-
er. In making our calculations, we have chosen 
the average assistance level in each state, rather 
than either the high (urban) or low (non-ur-
ban) assistance levels (see Table 9).14 

In several states, housing benefits have 
been limited in recent years for recipients of 
other welfare benefits. In part, this has been 
a reaction to reduced federal housing funds. 
However, it has also been a policy decision on 
the part of state lawmakers to require recipi-
ents of benefits such as TANF to use their 
cash benefits to pay for their own housing. 

On a state-by-state basis, housing par-
ticipation rates varied widely, from a high 
of 81.8 percent in North Dakota, to states 
like Virginia, Arkansas, and Idaho, where 
virtually no TANF families receive housing 
assistance. Participation in each type of as-
sistance also varies widely. North Dakota 
had the highest participation under rental 
assistance, at 68.7 percent, while the high-
est participation in public housing was in 
South Dakota, at 34.2 percent.15 Table 10 

shows the percentage of welfare recipients 
receiving housing assistance in each state, 
as well as the change in participation rates 
since 1995. As a result, we have chosen not 
to include housing assistance in the benefits 
package for our hypothetical family in any 
state where fewer than 10 percent of the wel-
fare population received such benefits. 

It is worth noting, however, that except in 
states that have made a decision to exclude 
TANF recipients from most housing assis-
tance, housing assistance is generally allo-
cated through a waiting list. That means that 
the longer a person is on welfare, the more 
likely that person is to receive housing. Thus, 
participation rates are reduced by people 
who may be on welfare for only a few weeks 
or months. Among long-term welfare recipi-
ents, which is the group most important for 
us to analyze, participation rates are likely to 
be far higher than the nationwide average. 
Table 11 shows the value of welfare for those 
recipients who receive housing benefits for all 
50 states, regardless of participation levels.

Utilities Assistance
There are several programs at both the 

federal and state level designed to help low-
income households pay for heating oil, elec-
tricity, and other utilities. In 2013 our profile 
household would have been eligible for utili-
ties assistance, such as the federal Low Income 
Home Energy Assistance Program (LIHEAP). 
While not all low-income households receive 
utilities assistance, participation levels for 
households with income comparable to our 
profile family averaged almost 50 percent, suf-
ficient for inclusion in the hypothetical ben-
efits package.16 In addition, the actual benefit 
a household receives varies according to avail-
ability and prioritization of need. Therefore, 
the benefit included in this study is the aver-
age benefit per recipient household in each 
jurisdiction, excluding crisis assistance. These 
benefits are shown in Table 12.

Women, Infants, and Children Program
The Women, Infants, and Children (WIC) 

program provides federal grants to states 
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Rank  Jurisdiction
Annual Expenditure  
Per Household* ($)

Equivalent  Insurance 
Premium ($)

1 Alaska 16,547 8,467

2 Wyoming 12,334 9,612

3 Maryland 11,409 7,884

4 Rhode Island 11,302 12,384

5 Delaware 10,689 6,084

6 Minnesota 10,663 9,000

7 New York 10,464 12,852

8 District of Columbia 10,361 8,136

9 New Mexico 10,324 8,467

10 Arizona 10,301 8,676

11 New Hampshire 10,044 10,584

12 Vermont 9,988 14,436

13 Massachusetts 9,920 15,732

14 Montana 9,895 6,876

15 Kentucky 9,847 7,560

16 Virginia 9,794 8,640

17 Connecticut 9,175 11,016

18 Tennessee 9,048 7,344

19 Nebraska 8,914 8,388

20 Georgia 8,795 7,920

21 Pennsylvania 8,727 8,100

22 North Dakota 8,716 8,280

23 North Carolina 8,567 7,452

24 Idaho 8,560 6,012

25 Oregon 8,531 7,452

26 Kansas 8,309 8,467

27 South Dakota 8,261 8,467

28 New Jersey 8,153 8,467

Table 8
Medicaid Benefits
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Table 8 Continued

Rank  Jurisdiction
Annual Expenditure  
Per Household* ($)

Equivalent  Insurance 
Premium ($)

29 Missouri 8,054 7,092

30 Ohio 7,857 8,467

31 West Virginia 7,742 11,988

32 Oklahoma 7,342 8,467

33 Texas 7,337 8,467

34 South Carolina 7,063 7,596

35 Iowa 7,024 7,560

36 Mississippi 6,909 7,632

37 Colorado 6,901 6,984

38 Hawaii 6,776 8,352

39 Louisiana 6,776 7,416

40 Michigan 6,618 7,344

41 Utah 6,603 6,228

42 Alabama 6,560 8,467

43 Wisconsin 6,540 7,236

44 Indiana 6,534 7,704

45 Nevada 6,455 8,467

46 Washington 6,400 8,316

47 Arkansas 6,377 8,467

48 Florida 6,196 6,408

49 Maine 6,000 10,152

50 Illinois 5,961 7,308

51 California 4,459 5,652

Sources: Center for Medicare and Medicaid Services, “Medicare and Medicaid Statistical Supplement: 2011 
Edition,” Table 13.24; Kaiser Family Foundation, “Mapping Premium Variation in the Individual Market,” Chart 
1: Average per Person Monthly Premiums in the Individual Market, August 2011.

*At the time this was being written, the Medicaid tables for the 2012 edition were not yet released, so the 2011 
tables were the most recent available. 
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Rank  Jurisdiction Urban ($)
Non-urban 

($) 
Average   

Monthly ($)
Average  

Annual ($) 

1 Hawaii  2,373  1,593 1,983 23,798

2 New Jersey  1,452  N/A 1,452 17,428

3 Massachusetts  1,112  1,756 1,434 17,203

4 California  1,472  998 1,235 14,821

5 Connecticut  1,234  1,140 1,187 14,243

6 New Hampshire  1,212  1,005 1,108 13,296

7 Vermont  1,240  941 1,090 13,083

8 Maryland  1,211  966 1,088 13,056

9 Rhode Island  1,058  N/A 1,058 12,702

10 Nevada  1,227  852 1,040 12,475

11 Alaska  1,121  927 1,024 12,289

12 New York  1,258  750 1,004 12,044

13 Delaware  1,013  848 999 11,989

14 District of Columbia  1,815  1,815 1,815 11,989

15 Arizona  1,064  857 960 11,525

16 Florida  1,095  814 955 11,455

17 Washington  1,028  812 920 11,040

18 Oregon  1,045  739 892 10,701

19 Colorado  959  819 889 10,673

20 Maine  921  726 823 9,876

21 Texas  895  749 822 9,863

22 Virginia  933  678 805 9,663

23 Utah  876  733 804 9,650

24 North Carolina  829  736 783 9,393

25 Arkansas  832  722 777 9,324

26 Wyoming  775  733 754 9,044

Table 9
Housing Assistance
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Rank  Jurisdiction Urban ($)
Non-urban 

($) 
Average   

Monthly ($)
Average  

Annual ($) 

27 Illinois  835  658  747  8,963

28 Pennsylvania  862  629  746  8,947

29 Indiana  780  692  736  8,827

30 Mississippi  828  642  735  8,820

31 Nebraska  796  668  732  8,785

32 New Mexico  820  632  726  8,711

33 North Dakota  744  684  714  8,568

34 Louisiana  835  591  713  8,556

35 Montana  782  643  713  8,551

36 Georgia  781  622  702  8,418

37 Michigan  740  650  695  8,344

38 South Carolina  766  624  695  8,337

39 Missouri  72  650  691  8,295

40 Tennessee  749  620  684  8,211

41 Minnesota  757  610  684  8,207

42 Kansas  768  598  683  8,197

43 Alabama  761  606  683  8,196

44 Ohio  713  646  679  8,152

45 Kentucky  784  570  677  8,129

46 West Virginia  792  553  672  8,070

47 Oklahoma  718  626  672  8,061

48 Idaho  719  626  672  8,064

49 Wisconsin  742  600  671  8,054

50 Iowa  720  568  644  7,730

51 South Dakota  679  559  619  7,428

Source: Authors’ calculations using U.S. Department of Housing and Urban Development, “Final Fair Market 
Rents for Existing Housing.”

Table 9 Continued
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1995  
(%)

Current* 
 (%)

Change  
(percentage points  
of participation %) 

 North Dakota  54.5  81.8  27.3

 New Jersey  18.8  22.9  4.1

 Massachusetts  42.0  44.0  2.0

 California  9.8  11.4  1.6

 Vermont  22.2  23.1  0.9

 New Hampshire  20.7  20.1  (0.6)

 Maryland  27.5  26.5  (1.0)

 Michigan  13.0  10.8  (2.2)

 Kansas  16.1  12.8  (3.3)

 Pennsylvania  20.0  16.2  (3.8)

 Rhode Island  30.0  24.5  (5.5)

 South Carolina  26.0  19.9  (6.1)

 North Carolina  24.8  18.7  (6.1)

 Oregon  24.2  17.7  (6.5)

 Washington  22.9  15.5  (7.4)

 New York  28.6  20.6  (8.0)

 Connecticut  40.5  31.9  (8.6)

 South Dakota  43.4  34.2  (9.2)

 Florida  17.4  7.7  (9.7)

 West Virginia  24.2  14.0  (10.2)

 Missouri  24.4  13.3  (11.1)

 Nevada  25.6  14.0  (11.6)

 Oklahoma  30.1  17.7  (12.4)

 Minnesota  37.6  24.0  (13.6)

 Wisconsin  17.9  3.8  (14.1)

 Louisiana  32.7  18.2  (14.5)

 Hawaii  31.4  15.4  (16.0)

 Indiana  27.9  11.9  (16.0)

Table 10
Percent of TANF Households Receiving Housing Assistance 
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1995  
(%)

Current* 
 (%)

Change  
(percentage points  
of participation %) 

 Ohio  26.7  10.2  (16.5)

 Arizona  17.7  0.2  (17.5)

 Texas  26.6  8.2  (18.4)

 Alabama  34.0  15.2  (18.8)

 Kentucky  22.7  3.7  (19.0)

 Illinois  19.5  0.0  (19.5)

 Delaware  36.4  16.7  (19.7)

 Alaska  29.3  9.6  (19.7)

 Utah  26.6  5.7  (20.9)

 New Mexico  34.6  12.5  (22.1)

 Mississippi  26.8  4.1  (22.7)

 Georgia  31.1  7.9  (23.2)

 Wyoming  38.2  11.4  (26.8)

 Iowa  28.4  1.1  (27.3)

 Virginia  27.7  0.0  (27.7)

 Tennessee  28.7  0.0  (28.7)

 District of Columbia  50.1  20.9  (29.2)

 Montana  48.3  18.2  (30.1)

 Colorado  31.3  0.2  (31.1)

 Idaho  33.3  0.0  (33.3)

 Nebraska  37.6  3.6  (34.0)

 Maine  40.8  6.7  (34.1)

 Arkansas  34.1  0.0  (34.1)

 U.S. Total  29.1  14.7  (14.4)

Source: Michael Tanner et al., “The Work Versus Welfare Trade-Off: An Analysis of the Total Level of Welfare 
Benefits by State,” Cato Institute Policy Analysis no. 240, September 19, 1995; Office of Family Assistance, 
“Characteristics and Financial Circumstances of TANF Recipients, Fiscal Year 2010,” Administration for 
Children and Families, Table 13.

Note: The U.S. total differs from those in the Office of Family Assistance report because Guam, Puerto Rico, and 
the Virgin Islands are excluded here.

*Data are from 2010, which are the most recent available.

**Numbers in parenthesis are negative numbers. 

Table 10 Continued
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Rank  Jurisdiction

Original 
Inflation 

Adjusted ($) 2013 ($) Increase ($)

1 Hawaii 41,910 49,175  7,265

2 District of Columbia 34,368 43,099  8,730

3 Massachusetts 37,346 42,515  5,169

4 Alaska 40,569 41,564  995

5 Connecticut 36,981 38,761  1,781

6 New Jersey 33,194 38,728  5,533

7 Rhode Island 32,549 38,632  6,083

8 New York 33,430 38,004  4,574

9 Vermont 28,338 37,705  9,367

10 New Hampshire 30,166 37,160  6,994

11 Maryland 29,448 35,672  6,224

12 California 31,259 35,287  4,029

13 Wyoming 26,866 33,119  6,253

14 Arizona 22,366 32,889  10,522

15 Oregon 25,625 31,674  6,049

16 Minnesota 27,865 31,603  3,738

17 Colorado 27,889 31,423  3,534

18 Nevada 27,887 31,409  3,521

19 Washington 28,301 30,816  2,514

20 North Dakota 25,403 30,681  5,278

21 Virginia 29,291 30,547  1,256

22 New Mexico 26,243 30,435  4,191

23 Delaware 27,933 30,375  2,442

24 Pennsylvania 26,555 29,817  3,263

25 Maine 28,737 29,747  1,011

26 Florida 26,092 29,576  3,484

27 Wisconsin 26,275 29,537  3,262

28 Utah 26,954 29,262  2,308

29 Michigan 26,534 28,872  2,338

Table 11
Welfare Benefits Packages with Housing Included for All States
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for supplemental foods, health care refer-
rals, and nutrition education for low-income 
pregnant, breastfeeding, and nonbreastfeed-
ing postpartum women, and to infants and 
children up to age 5 who are found to be at 
nutritional risk.17 In most WIC state agen-
cies, beneficiaries receive checks or vouch-
ers to purchase specific foods each month 

that are designed to supplement their diets 
(or occasionally actual foodstuffs). The ac-
tual food package depends on the ages of the 
children, whether the mother is pregnant, 
and whether a postpartum mother is nurs-
ing. Food packages generally include milk, 
cheese, eggs, infant formula, cereals, fruit, 
and vegetable juices.

Rank  Jurisdiction

Original 
Inflation 

Adjusted ($) 2013 ($) Increase ($)

30 Nebraska 23,761 29,583  5,822

31 South Dakota 25,216 29,439  4,223

32 Kansas 25,214 29,396  4,182

33 Montana 23,895 29,123  5,227

34 Ohio 25,009 28,723  3,714

35 Illinois 26,431 28,405  1,974

36 Georgia 24,788 28,215  3,427

37 North Carolina 24,187 28,142  3,955

38 Texas 23,376 27,901  4,525

39 Iowa 26,194 27,832  1,638

40 West Virginia 22,971 27,727  4,756

41 Idaho 25,730 27,094  1,364

42 South Carolina 24,105 26,536  2,431

43 Kentucky 23,885 26,892  3,007

44 Louisiana 24,615 26,538  1,923

45 Missouri 22,819 26,837  4,018

46 Indiana 25,978 26,891  913

47 Oklahoma 25,146 26,784  1,637

48 Alabama 20,878 26,638  5,760

49 Mississippi 19,693 25,804  6,111

50 Tennessee 22,034 25,624  3,590

51 Arkansas 21,287 25,491  4,203

Source: Michael Tanner et al., “The Work Versus Welfare Trade-Off: An Analysis of the Total Level of Welfare 
Benefits by State,” Cato Institute Policy Analysis no. 240, September 19, 1995.

Table 11 Continued
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Table 12
Utilities Assistance 

Rank  Jurisdiction
Monthly

Benefit ($)
Average Annual 

Benefit ($)

1 Alaska  124  1,493

2 South Dakota  97  1,159

3 Vermont  75  900

4 Wyoming  73  873

5 North Dakota  72  868

6 New Hampshire  60  720

7 District of Columbia  56  675

8 Montana  53  633

9 Connecticut  50  600

10 Texas  50  600

11 Iowa  47  560

12 Hawaii  46  553

13 Massachusetts  46  550

14 Nevada  46  550

15 Pennsylvania  46  550

16 Delaware  43  516

17 Maine  40  480

18 Maryland  40  474

19 Kansas  39  467

20 Illinois  38  450

21 Mississippi  38  450

22 Tennessee  38  450

23 Washington  38  450

24 California  35  424

25 Minnesota  33  400

26 Oregon  33  400

27 Rhode Island  33  390

28 Louisiana  31  375

29 South Carolina  30  363

30 Arizona  30  358

31 Wisconsin  29  348

32 Georgia  29  345

33 Colorado  29  344
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The children in our profile household 
would have qualified for WIC in 2013. While 
not all eligible low-income households receive 
WIC benefits, approximately 61 percent of 
eligible families participate in the program 
nationwide, which justifies including WIC in 
the hypothetical benefits package.18 The ac-
tual benefit a household receives varies on the 
basis of availability and prioritization of need. 
Therefore, the benefit included in this study is 
the average benefit for a two-child household 
in each jurisdiction, as shown in Table 13.

The Emergency Food Assistance 
Program

The Emergency Food Assistance Program 
(TEFAP) provides food to low-income indi-

viduals, both directly to families for home 
consumption and to agencies that distrib-
ute prepared meals. Each state sets criteria 
to determine eligibility for home consump-
tion, with most states using an income 
threshold or else granting eligibility if the 
applicant participates in other means-tested 
programs like SNAP. Our profile household 
would qualify for TEFAP in all 50 states. 

Total Value of Benefits
In computing the total value of the bene-

fits package that our hypothetical family re-
ceives, it is necessary to adjust those benefits 
to reflect the fact that receipt of one type of 
benefit may reduce the amount received un-
der another program. After making all the 

Rank  Jurisdiction
Monthly

Benefit ($)
Average Annual 

Benefit ($)

34 New York  28  338

35 Alabama  28  335

36 Utah  26  317

37 Virginia  26  306

38 North Carolina  25  300

39 Idaho  24  286

40 New Jersey  23  275

41 Kentucky  21  250

42 Indiana  19  233

43 Nebraska  19  231

44 West Virginia  19  229

45 Florida  19  225

46 Oklahoma  17  200

47 Ohio  15  178

48 Michigan  14  169

49 Missouri  14  167

50 Arkansas  13  153

51 New Mexico  11  128

Source: Low Income Home Energy Assistance Program Clearinghouse, “State Snapshots,” U.S. Department of 
Health and Human Services, Administration of Children and Families.

Table 12 Continued
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Rank  Jurisdiction  Monthly Benefit ($)  Annual Benefit ($) 

1 Georgia  112  1,345

2 Maryland  110  1,320

3 New York  109  1,309

4 Hawaii  107  1,289

5 New Jersey  105  1,265

6 Alaska  105  1,256

7 Connecticut  104  1,253

8 Louisiana  104  1,247

9 Alabama  100  1,197

10 Pennsylvania  99  1,184

11 California  97  1,170

12 North Dakota  97  1,163

13 Rhode Island  96  1,156

14 Vermont  96  1,154

15 Illinois  96  1,146

16 South Carolina  93  1,118

17 Arkansas  93  1,113

18 South Dakota  92  1,100

19 North Carolina  90  1,083

20 Florida  90  1,077

21 District of Columbia  89  1,071

22 West Virginia  88  1,056

23 Nebraska  88  1,055

24 Minnesota  87  1,041

25 Wisconsin  86  1,035

26 Montana  86  1,030

27 Mississippi  85  1,023

28 Arizona  84  1,012

29 Tennessee  84  1,006

30 Delaware  83  1,001

31 Washington  83  999

Table 13
Women, Infants, and Children Program
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necessary calculations, the results are sum-
marized in Table 14.

Comparing 
Welfare to Work

It was once said that the highest marginal 
tax rate for anyone in the United States was 
for a person leaving welfare for work. While 
the growth of refundable tax credits has 
meant that this is no longer true for every 
situation, it remains the case that welfare 

benefits have a distinct advantage over wages 
in that they are tax-free. Wages, on the other 
hand, are subject to a variety of federal, state, 
and local taxes. 

In some states, this tax liability is off-
set by the EITC, CTC, and state-level EITC 
equivalents. In other states, taxes still ex-
ceed the value of any available credits. Any 
comparison between the value of welfare 
and the value of work must take into ac-
count both the taxes an individual would 
have to pay and the credits the individual 
would receive. 

Rank  Jurisdiction  Monthly Benefit ($)  Annual Benefit ($) 

32 Maine  82  989

33 Michigan  82  980

34 Massachusetts  82  979

35 Colorado  81  973

36 Kentucky  81  973

37 Kansas  80  962

38 Oklahoma  80  959

39 Oregon  80  957

40 New Mexico  78  936

41 Missouri  78  935

42 Indiana  76  912

43 Nevada  76  908

44 Idaho  74  884

45 Iowa  74  883

46 Ohio  72  864

47 Utah  72  859

48 New Hampshire  69  825

49 Wyoming  67  799

50 Virginia  66  786

51 Texas  59  703

Source: Food and Nutrition Services, “WIC Program: Average Monthly Benefit per Person,” U.S. Department 
of Agriculture.

Table 13 Continued
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Rank  Jurisdiction
TANF 

($)
SNAP 

($)
Housing 

($)
Medicaid 

($)
WIC 
($)

LIHEAP 
($)

TEFAP 
($)

Total 
($)

1 Hawaii  7,632  8,827  23,798  6,776  1,289  553  300  49,175

2 District of Columbia  5,136  6,081 21,775 8,136 1,071  600  300  43,099

3 Massachusetts  7,416  6,247 17,203 9,920 979  450  300  42,515

4 Connecticut  6,804  6,312 14,243 9,175 1,253  675  300  38,761

5 New Jersey  5,088  6,145 17,428 8,153 1,265  348  300  38,728

6 Rhode Island  6,648  6,249 12,702 11,302 1,156  275  300  38,632

7 New York  8,292  5,251 12,044 10,464 1,309  344  300  38,004

8 Vermont  7,980  4,999 13,083 9,988 1,154  200  300  37,705

9 New Hampshire  7,500  4,837 13,296 10,044 825  358  300  37,160

10 Maryland  6,780  5,881 13,056 7,884 1,320  450  300  35,672

11 California  8,676  4,994 14,821 4,459 1,170  868  300  35,287

12 Wyoming  6,924  6,312 9,044 9,612 799  128  300  33,119

13 Oregon  5,652  6,312 10,701 7,452 957  300  300  31,674

14 Minnesota  6,384  6,247 8,207 9,000 1,041  424  300  31,603

15 Nevada  4,596  6,312 12,475 6,455 908  363  300  31,409

16 Washington  6,744  5,164 11,040 6,400 999  169  300  30,816

17 North Dakota  5,724  6,312 8,568 8,280 1,163  335  300  30,681

18 New Mexico  5,364  6,312 8,711 8,467 936  345  300  30,435

19 Delaware  4,056  6,312 11,989 6,084 1,001  633  300  30,375

20 Pennsylvania  4,836  6,164 8,947 8,100 1,184  286  300  29,817

21 South Dakota  6,468  5,648 7,428 8,261 1,100  233  300  29,439

22 Kansas  4,836  6,312 8,197 8,309 962  480  300  29,396

23 Alaska  11,076  7,017  – 8,467 1,256  1,159  300  29,275

24 Montana  5,664  6,312 8,551 6,876 1,030  390  300  29,123

25 Michigan  5,868  6,312 8,344 6,618 980  450  300  28,872

26 Ohio  4,920  6,312 8,152 7,857 864  317  300  28,723

27 North Carolina  3,264  6,312 9,393 7,452 1,083  338  300  28,142

28 West Virginia  4,080  6,312 8,070 7,742 1,056  167  300  27,727

29 Indiana  3,456  6,312 8,827 6,534 912  550  300  26,891

30 Missouri  3,504  6,312 8,295 7,092 935  400  300  26,837

31 Oklahoma  3,504  6,312 8,061 7,342 959  306  300  26,784

32 Alabama  2,580  6,312 8,196 6,560 1,197  1,493  300  26,638

33 Louisiana  2,880  6,312 8,556 6,776 1,247  467  300  26,538

34 South Carolina  3,156  6,312 8,337 7,063 1,118  250  300  26,536

Table 14
Total Value of Welfare Benefits
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In this study, we took the following taxes 
into account:

Federal Income Tax
In calculating the federal income tax 

due, we assumed that the profile household 
would have been eligible for the standard de-
duction of $8,900 and three personal exemp-
tions totaling $11,700.

State Income Tax
As with federal taxes, state taxes were cal-

culated on the basis of one adult with two de-
pendents. Eligibility for and value of deduc-

tions, exemptions, and credits varied widely 
from state to state. Nine states (Alaska, Flor-
ida, Nevada, New Hampshire, South Dakota, 
Tennessee, Texas, Washington, and Wyo-
ming) do not have a state income tax. Twen-
ty-three states have their own version of the 
EITC or another form of tax credit designed 
to assist the working poor (Connecticut, Del-
aware, District of Columbia, Illinois, Indiana, 
Iowa, Kansas, Louisiana, Maine, Maryland, 
Massachusetts, Michigan, Minnesota, Ne-
braska, New Jersey, New Mexico, New York, 
North Carolina, Oklahoma, Oregon, Rhode 
Island, Vermont, Virginia, and Wisconsin).19 

Rank  Jurisdiction
TANF 

($)
SNAP 

($)
Housing 

($)
Medicaid 

($)
WIC 
($)

LIHEAP 
($)

TEFAP 
($)

Total 
($)

35 Wisconsin  7,536  5,919  – 6,540 1,035  153  300  21,483

36 Arizona  4,164  6,312  – 8,676 1,012  900  300  21,364

37 Virginia  4,668  6,312  – 8,640 786  178  300  20,884

38 Nebraska  4,368  6,312  – 8,388 1,055  375  300  20,798

39 Colorado  5,544  6,312  – 6,901 973  720  300  20,750

40 Iowa  5,112  6,266  – 7,024 883  516  300  20,101

41 Maine  5,820  6,312  – 6,000 989  450  300  19,871

42 Georgia  3,360  6,312  – 7,920 1,345  560  300  19,797

43 Utah  5,688  6,312  – 6,228 859  225  300  19,612

44 Illinois  5,184  6,301  – 5,961 1,146  550  300  19,442

45 Kentucky  3,144  6,312  – 7,560 973  474  300  18,763

46 Florida  3,636  6,312  – 6,196 1,077  600  300  18,121

47 Texas  3,156  6,312  – 7,337 703  229  300  18,037

48 Idaho  3,708  6,312  – 6,012 884  550  300  17,766

49 Arkansas  2,448  6,312  – 6,377 1,113  873  300  17,423

50 Tennessee  2,220  6,312  – 7,344 1,006  231  300  17,413

51 Mississippi  2,040  6,312  – 6,909 1,023  400  300  16,984

Table 14 Continued

Sources: Author’s calculations using Center for Medicare and Medicaid Services, “Medicare and Medicaid Statistical Supplement: 2011 Edition,” Table 
13.24; Kaiser Family Foundation, “Mapping Premium Variation in the Individual Market,” Chart 1: Average per Person Monthly Premiums in the 
Individual Market, August 2011; Food and Nutrition Services, “WIC Program: Average Monthly Benefit per Person,” U.S. Department of Agriculture; 
Low Income Home Energy Assistance Program Clearinghouse, “State Snapshots,” U.S. Department of Health and Human Services, Administration of 
Children and Families; U.S. Department of Housing and Urban Development, “Final Fair Market Rents for Existing Housing.”; Food and Nutrition 
Services, “Supplemental Nutrition Assistance Program: Standard Utility Allowance Charts” U.S. Department of Agriculture, February 2013; Food and 
Nutrition Services, “Fact Sheet on Resources, Income and Benefits,” U.S. Department of Agriculture, January 2013; Gene Falk, “The Temporary Assistance 
for Needy Families (TANF) Block Grant: Responses to Frequently Asked Questions,” Congressional Research Service, January 2013.
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We believe it is 
proper to include 

the full package 
of benefits 

because at least 
some recipients 
in every state do 

receive them.

Federal Insurance Contributions Act 
Payroll Tax

The profile household would be required 
to pay the 7.65 percent Social Security and 
Medicare payroll tax, also known as the Fed-
eral Insurance Contributions Act (FICA) 
tax.20 The employer also must pay a payroll 
tax to these programs equal to 7.65 percent 
of pay, and most economists believe that 
this employer’s “share” is actually borne by 
the worker in the form of reduced wages. 
However, for the purpose of this study, that 
portion of the tax is not included in our cal-
culations.

Earned Income Tax Credit
As previously noted, the federal EITC is 

a refundable tax credit available to lower-
income working families and individuals.21 
The EITC is intended to provide those fami-
lies and families in transition from welfare 
to work with a financial incentive for work-
ing. The maximum available credit in 2013 
for the profile household was $5,372. The 
credit is phased in when annual income is 
below $13,450 and phased out starting at 
$17,500. A credit would not be available to 
the profile family when its annual income 
exceeded $43,083.

Child Tax Credit
The CTC was enacted as part of the Tax-

payer Relief Act of 1997, and provides a 
maximum credit of $1,000 for each qualify-
ing child. A child must be claimed as a de-
pendent, must pass a relationship test, and 
must reside in the household for at least 
half of the year. Our profile family meets 
all of those qualifications and is eligible for 
the CTC. The credit lowers the amount of 
federal income tax paid. In many states, the 
CTC exceeds the total federal income tax lia-
bility. Initially, the CTC was only refundable 
for families with three or more children, but 
it has since been extended to families with 
fewer than three children. Our profile fam-
ily would qualify for the refundable portion, 
which is sometimes referred to as the Addi-
tional Child Tax Credit. 

As Figure 2 shows, the impact of the EITC 
and CTC tax credits has grown significantly 
since the 1995 paper was written.22 The in-
teraction of these two credits, combined 
with the proliferation of state level EITCs, 
has caused the number of states with nega-
tive total tax liability to drastically increase 
from the original paper. However, despite 
the EITC and CTC, there remains a signifi-
cant tax penalty for those leaving welfare for 
work. The results are reflected in Table 15. 

A Prebuttal to Critics
Critics of Cato’s 1995 study pointed out, 

correctly, that not all welfare recipients actu-
ally receive all the benefits to which they are 
entitled. That is particularly true of housing 
benefits, as we have discussed above. Similar 
arguments can be made regarding utilities 
assistance, WIC, and free commodities. Still, 
with the exception of housing in states with 
less than a 10 percent participation rate, we 
believe it is proper to include the full pack-
age of benefits in our calculations because at 
least some recipients in every state do receive 
them. Moreover, the likelihood of receiving 
those additional benefits is primarily a func-
tion of the length of a family’s stay on wel-
fare. That means that hard-core welfare re-
cipients, who spend long periods on welfare, 
are likely to be receiving those benefits. 

Still, since not every observer will agree 
with our approach, we offer Table 16, which 
shows the value of a welfare benefits pack-
age that includes only those benefits re-
ceived by nearly all welfare recipients: TANF, 
SNAP, and Medicaid. Even with this limited 
array of benefits, welfare exceeds the value of 
a minimum-wage job in eight states.

We also acknowledge that moving from 
welfare to work does not automatically mean 
that an individual loses all welfare benefits. 
In those states where the wage equivalent of 
welfare remains relatively low, an individual 
taking a job at that wage could still retain 
eligibility for some benefits.

Continuation of benefits varies consid-
erably from state to state and was time-
limited for many programs. However, it is 
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generally agreed, regardless of eligibility, 
that actual participation rates for all pro-
grams drop once an individual enters the 
workforce. In part, this may be because an 
individual often must reapply for benefits. 
Secondly, available funding for programs 
such as WIC, utilities assistance, and free 
commodities are prioritized on the basis of 
need. Therefore, benefits may not be avail-
able for an individual who remains techni-
cally eligible.

In addition, any additional benefits are 
likely to be at least partially offset by addi-
tional costs associated with going to work, 
such as child care, transportation, and cloth-
ing. Finally, it should be noted that even if 
the final income level remains unchanged, 
an individual moving from welfare to work 
will perceive some form of loss: a reduction 

in leisure as opposed to work. As the Con-
gressional Research Service has pointed out:

Leisure is believed to be a “normal 
good.” That is, with a rise in income, 
people will “purchase” more leisure by 
reducing their work effort. . . . Thus, 
the increase in [the value of welfare 
benefits] is expected to cause people 
to reduce work hours.23

This study does not examine whether it 
is better to both work and receive welfare; 
however, theory indicates that would almost 
certainly be the case at any income level. 
Rather, this study simply asks whether an 
individual would be better off if he or she 
were self-supporting through work or de-
pendent on the state through welfare.
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Rank  Jurisdiction

Total 
Welfare 
Benefits 

Package ($)

Pretax Wage  
Equivalent 

($)
Payroll Tax 

($)

Federal 
 Income Tax 

($)

State  
Income Tax 

($)
Total Tax 

Liability ($)
After-Tax 

Income ($)

1 Hawaii  49,175  60,590  4,635  3,354  3,438  11,426  49,164

2 Dist. of  Columbia  43,099  50,820  3,888  1,888  1,953  7,728  43,092

3 Massachusetts  42,515  50,540  3,866  1,846  2,317  8,030  42,510

4 Connecticut  38,761  44,370  3,394  921  1,299  5,613  38,757

5 New York  38,004  43,700  3,343  820  1,530  5,693  38,007

6 New Jersey  38,728  43,450  3,324  783  620  4,727  38,723

7 Rhode Island  38,632  43,330  3,315  765  620  4,700  38,630

8 Vermont  37,705  42,350  3,240  130  790  4,159  38,191

9 New Hampshire  37,160  39,750  3,041  (460)  N/A  2,581  37,169

10 Maryland  35,672  38,160  2,919  (1,035)  602  2,486  35,674

11 California  35,287  37,160  2,843  (1,395)  425  1,873  35,287

12 Oregon  31,674  34,300  2,624  (2,425)  2,412  2,611  31,689

13 Wyoming  33,119  32,620  2,495  (2,996)  N/A  (501)  33,121

14 Nevada  31,409  29,820  2,281  (3,866)  N/A  (1,585)  31,405

15 Minnesota  31,603  29,350  2,245  (4,008)  (484)  (2,247)  31,597

16 Delaware  30,375  29,220  2,235  (4,053)  660  (1,158)  30,378

17 Washington  30,816  28,840  2,206  (4,174)  N/A  (1,968)  30,808

18 North Dakota  30,681  28,830  2,205  (4,175)  124  (1,846)  30,676

19 Pennsylvania  29,817  28,670  2,193  (4,222)  880  (1,149)  29,819

20 New Mexico  30,435  27,900  2,134  (4,458)  (206)  (2,530)  30,430

21 Montana  29,123  26,930  2,060  (4,765)  256  (2,194)  29,124

22 South Dakota  29,439  26,610  2,036  (4,861)  N/A  (2,825)  29,435

23 Kansas  29,396  26,490  2,026  (4,855)  (78)  (2,907)  29,397

24 Michigan  28,872  26,430  2,022  (4,921)  457  (2,442)  28,872

25 Alaska  29,275  26,400  2,020  (4,924)  N/A  (2,904)  29,304

26 Ohio  28,723  26,200  2,004  (4,986)  460  (2,522)  28,722

27 North Carolina  28,142  25,760  1,971  (5,124)  771  (2,382)  28,142

28 West Virginia  27,727  24,900  1,905  (5,390)  370  (2,829)  27,729

29 Alabama  26,638  23,310  1,783  (5,886)  463  (3,329)  26,639

30 Indiana  26,891  22,900  1,752  (6,011)  261  (3,998)  26,898

31 Missouri  26,837  22,800  1,744  (6,042)  249  (4,049)  26,849

32 Oklahoma  26,784  22,480  1,720  (6,148)  126  (4,303)  26,783

Table 15
Welfare Benefits, Taxes and Pretax Wage Equivalents
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We have made one exception to this rule: 
we have included the full value of the EITC, 
CTC, and state-level EITCs, even if the value 
of those credits exceeds the value of taxes 
paid. This is the case in 39 states (Alabama, 
Alaska, Arizona, Arkansas, Colorado, Dela-
ware, Florida, Georgia, Idaho, Illinois, In-
diana, Iowa, Kansas, Kentucky, Louisiana, 
Maine, Michigan, Minnesota, Mississippi, 
Missouri, Montana, Nebraska, Nevada, 
New Mexico, North Carolina, North Da-
kota, Ohio, Oklahoma, Pennsylvania, South 
Carolina, South Dakota, Tennessee, Texas, 
Utah, Virginia, Washington, West Virginia, 
Wisconsin, and Wyoming). We made this 

choice to illustrate the importance of such 
tax credits in offsetting the marginal tax cost 
of leaving welfare for work. It is important 
to understand, however, that to the degree 
that such tax credits exceed the amount of 
taxes paid, those credits do constitute a form 
of welfare.

Finally, some might ask whether the work 
versus welfare tradeoff remains relevant in 
light of welfare reform. Most welfare recipi-
ents today are required to either work or 
participate in some form of job search ac-
tivities. However, actual work participation 
under this requirement varies widely by state. 
Some jurisdictions, such as California and the 

Rank  Jurisdiction

Total 
Welfare 
Benefits 

Package ($)

Pretax Wage  
Equivalent 

($)
Payroll Tax 

($)

Federal 
 Income Tax 

($)

State  
Income Tax 

($)
Total Tax 

Liability ($)
After-Tax 

Income ($)

33 Louisiana  26,538  22,250  1,702  (6,213)  227  (4,284)  26,534

34 South Carolina  26,536  21,910  1,676  (6,320)  23  (4,621)  26,531

35 Arizona  21,364  15,320  1,172  (7,220)  *  (6,048)  21,368

36 Wisconsin  21,483  14,890  1,139  (7,156)  (583)  (6,599)  21,489

37 Virginia  20,884  14,870  1,138  (7,153)  *  (6,015)  20,885

38 Colorado  20,750  14,750  1,128  (7,135)  *  (6,006)  20,756

39 Nebraska  20,798  14,420  1,103  (7,085)  (391)  (6,373)  20,793

40 Iowa  20,101  14,200  1,086  (7,052)  64  (5,902)  20,102

41 Georgia  19,797  14,060  1,076  (6,869)  57  (5,736)  19,796

42 Utah  19,612  13,950  1,067  (7,013)  281  (5,664)  19,614

43 Maine  19,871  13,920  1,065  (7,010)  *  (5,945)  19,865

44 Illinois  19,442  13,580  1,039  (6,959)  52  (5,868)  19,448

45 Kentucky  18,763  13,350  1,021  (6,883)  459  (5,403)  18,753

46 Florida  18,121  12,600  964  (6,490)  N/A  (5,526)  18,126

47 Texas  18,037  12,550  960  (6,443)  N/A  (5,482)  18,032

48 Arkansas  17,423  12,230  936  (6,275)  141  (5,198)  17,428

49 Tennessee  17,413  12,120  927  (6,218)  N/A  (5,291)  17,411

50 Mississippi  16,984  11,830  905  (6,055)  *  (5,150)  16,980

51 Idaho  17,766  11,150  853  (6,643)  (820)  (6,610)  17,760

Table 15 Continued

*Earned Income is so low that there is no state taxable income after state deductions and exemptions.
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Rank  Jurisdiction Benefit ($)

Pretax 
Wage 

Equivalent ($)

Hourly 
Wage 

Equivalent ($)

Percent
 of  

FPL (%)

Percent of  
Median Salary 

(%)

1  Alaska 26,560 21,940  10.55  89.9 51

2 Vermont 22,967 16,900  8.13  86.5 50

3 South Dakota 20,377 14,400  6.92  73.7 50

4 Hawaii 23,235 17,610  8.47  78.4 49

5 New York 24,007 18,490  8.89  94.7 47

6 Rhode Island 24,199 17,350  8.34  88.8 47

7 Wyoming 22,848 16,750  8.05  85.8 46

8 New Hampshire 22,381 16,270  7.82  83.3 46

9 North Dakota 20,316 14,340  6.89  73.4 45

10 Montana 18,852 13,130  6.31  67.2 45

11 West Virginia 18,134 12,500  6.01  64.0 45

12 New Mexico 20,143 13,680  6.58  70.0 44

13 Massachusetts 23,583 18,450  8.87  94.5 43

14 Nebraska 19,068 12,940  6.22  66.3 42

15 Kansas 19,457 12,900  6.20  66.1 42

16 Ohio 19,089 13,300  6.39  68.1 41

17 Iowa 18,402 12,675  6.09  64.9 41

18 Wisconsin 19,995 13,500  6.49  69.1 40

19 Utah 18,228 12,830  6.17  65.7 40

20 Kentucky 17,016 12,110  5.82  62.0 40

21 Oklahoma 17,158 11,790  5.67  60.4 40

22 Oregon 19,416 13,760  6.62  70.5 39

23 Pennsylvania 19,100 13,600  6.54  69.6 39

24 Arizona 19,152 13,300  6.39  68.1 39

25 Georgia 17,592 12,250  5.89  62.7 39

26 Mississippi 15,261 10,650  5.12  54.5 39

27 Minnesota 21,631 13,920  6.69  71.3 38

28 Virginia 19,620 13,700  6.59  70.1 38

Table 16
TANF, SNAP, and Medicaid
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District of Columbia, use their own funds to 
continue benefits for recipients who do not 
meet federal work requirements. States are 
also able to exempt up to 20 percent of their 
recipients under “hardship” exemptions. 
Indeed, many of the states with the highest 

levels of welfare benefits, such as Massachu-
setts, Rhode Island, and Vermont, as well as 
the District of Columbia, have relatively few 
recipients participating in work activities.24 
Table 17 shows the percentage of adult TANF 
recipients in work activities in each state. 

Rank  Jurisdiction Benefit ($)

Pretax 
Wage 

Equivalent ($)

Hourly 
Wage 

Equivalent ($)

Percent
 of  

FPL (%)

Percent of  
Median Salary 

(%)

29 Michigan 18,798 12,900  6.20  66.1 38

30 Maine 18,132 12,440 5.98  63.7 38

31 Missouri 16,908 11,780 5.66  60.3 38

32 South Carolina 16,531 11,530 5.54  59.0 38

33 Nevada 17,363 12,080 5.81  61.9 37

34 North Carolina 17,028 11,700 5.63  59.9 37

35 Florida 16,144 11,260 5.41  57.7 37

36 Idaho 16,032 11,170 5.37  57.2 37

37 Tennessee 15,876 11,075 5.32  56.7 37

38 Arkansas 15,137 10,660 5.13  54.6 37

39 Connecticut 22,291 14,750 7.09  75.5 36

40 Texas 16,805 11,700 5.63  59.9 36

41 Indiana 16,302 11,250 5.41  57.6 36

42 Louisiana 15,968 11,100 5.34  56.8 36

43 Alabama 15,452 10,890 5.24  55.8 36

44 Colorado 18,757 13,040 6.27  66.8 35

45 Illinois 17,446 12,140 5.84  62.2 34

46 Maryland 20,545 13,320 6.40  68.2 33

47 California 18,129 12,630 6.07  64.7 33

48 New Jersey 19,386 12,840 6.17  65.7 32

49 Washington 18,308 12,730 6.12  65.2 32

50 Delaware 16,452 11,470 5.51  58.7 32

51 District of Columbia 19,353 12,200 5.87  62.5 20

Table 16 Continued

Sources: Authors’ calculations and Bureau of Labor Statistics, “May 2012 Occupational Employment and Wage Estimates,” Occupational 
Employment Statistics, April 2013.
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Jurisdiction Work Participation (%)

Idaho 87.9

Nebraska 77.0

Wisconsin 73.7

South Dakota 63.4

Montana 62.7

Wyoming 62.1

Georgia 61.6

Mississippi 61.2

Oklahoma 59.0

Illinois 58.8

North Carolina 58.3

Pennsylvania 55.8

Minnesota 55.7

Florida 54.2

Iowa 53.6

Tennessee 51.0

North Dakota 49.5

New Hampshire 49.3

Nevada 49.1

Hawaii 48.7

Louisiana 48.7

Utah 48.7

Colorado 47.8

Kentucky 47.1

Maryland 44.7

Arkansas 44.6

Texas 44.1

Oregon 43.1

Alabama 42.9

California 42.6

South Carolina 42.0

Table 17
Percent of TANF Adult Recipients Participating in Work Activities by State 
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The Obama 
administration 
may have 
weakened work 
requirements in 
2012.

Moreover, as noted above, the “work activ-
ity” requirement is often satisfied by activities 
other than actual work. Less than 42 percent 
of welfare recipients are engaged in some 
form of work activity (though some of those 
recipients are engaged in more than one such 
activity). As Figure 3 shows, job training, con-
tinuing education, and even job search all 
meet the law’s requirement for “work.”

Finally, we note that the Obama admin-
istration may have weakened work require-
ments in 2012. The administration issued 
an executive order giving those states that 

increased “employment exits” from welfare 
(that is, people who leave welfare for work) 
by 20 percent more flexibility in defining 
welfare-to-work activities.25 The Obama ad-
ministration denies that this change weakens 
work requirements. However, other observ-
ers disagree, pointing out that the definition 
of work activities is already extremely loose 
so that any increased latitude can only make 
the situation worse. Ron Haskins, who as a 
Republican committee aide helped draft the 
1996 welfare reform and who now is an ana-
lyst for the Brookings Institution, says that 

Jurisdiction Work Participation (%)

New Mexico 41.9

United States 41.6

Connecticut 41.4

Delaware 40.7

Kansas 40.5

New York 40.5

West Virginia 40.0

Michigan 39.4

Alaska 38.4

Ohio 37.6

Washington 37.1

Virginia 36.3

Maine 35.2

Arizona 34.6

New Jersey 31.8

Indiana 31.2

Vermont 30.2

District of Columbia 28.9

Rhode Island 28.7

Massachusetts 18.0

Missouri 17.0

Source: Office of Family Assistance, “Characteristics and Financial Circumstances of TANF Recipients, Fiscal 
Year 2010,” Office of the Administration for Children and Families, Table 27.

Table 17 Continued
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The current 
welfare system 

acts as a 
disincentive for 

work.

if the administration “wanted to undermine 
the work requirement,” the new policy “is a 
way to do it.”26

Conclusion

It is, of course, possible to over-generalize 
from the above statistics. Not every welfare 
recipient fits the profile used in this study, 
and many who do fit it do not receive every 
benefit listed. Many welfare recipients, even 
those receiving the highest level of benefits, 
are doing everything they can to find em-
ployment and leave the welfare system.

Still, it is undeniable that for many re-
cipients—especially long-term dependents—
welfare pays more than the type of entry-
level job that a typical welfare recipient can 
expect to find. As long as this is true, many 

recipients are likely to choose welfare over 
work. 

This was true when Cato conducted its 
1995 study, and it remains substantially true 
today. This is unfortunate for taxpayers who 
must foot the bill for such programs, but 
even more so for the recipients themselves. 
By making a rational short-term choice, re-
cipients who forgo work for welfare may trap 
themselves and their families in long-term 
dependence.

The rapid expansion of refundable tax 
credits since Cato’s 1995 study has reduced 
the tax penalty for leaving welfare for work 
in some states. While this is a step forward, 
such benefits are small, especially if one con-
siders the value of leisure. Moreover, it is 
important to realize that to the degree that 
such credits exceed the value of taxes paid, 
they constitute a form of welfare themselves.
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Unsubsidized  
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Preparation 

Job  
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Figure 3
Distribution of Types of Work Activity*

Source: Office of Family Assistance, “Characteristics and Financial Circumstances of TANF Recipients, Fiscal 
Year 2010,” Office of the Administration for Children and Families, Table 27.

*Some TANF recipients participate in more than one kind of work activity, so the amounts in Figure 3 exceed 
the total percent of adult recipients participating in work activities.
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There should clearly be a public policy 
preference for work over welfare. The cur-
rent welfare system provides such a high 
level of benefits that it acts as a disincentive 
for work. As a result, if Congress and state 
legislatures are serious about reducing wel-
fare dependence and rewarding work, they 
should consider strengthening welfare work 
requirements, removing exemptions, and 
narrowing the list of activities that qualify 
as “work.” Moreover, states should consider 
ways to shrink the gap between the value of 
welfare and work by reducing current ben-
efit levels and tightening eligibility require-
ments. 
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