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The House Tax Relief for 
American Families and Workers 
Act: A Welfare Catastrophe
Robert Rector

More than 90 percent of the benefits in 
the Tax relief for american Families and 
Workers act are new welfare cash pay-
ments, not tax cuts for working families.

KEY TAKEAWAYS

TraFWa directs 75 percent of its new 
cash to single parents, increases marriage 
penalties, weakens work requirements, 
and hikes benefits to illegal alien parents.

The bill deliberately increases financial 
penalties on low-income parents who 
marry even though current penalties are 
already as high as $14,544 per year.

On January 31, 2024, the House of Represen-
tatives passed the Tax Relief for American 
Families and Workers Act (TRAFWA).1 The 

bill is grossly misnamed; its proponents deliberately 
disguise its new welfare benefits as tax relief.2

In the bill, 91.5 percent of the family “tax relief” is 
not tax reduction for working families, but new cash 
welfare benefits for families that currently pay no 
taxes. According to estimates from the Joint Com-
mittee on Taxation, over three years, the bill provides 
only $2.85 billion in income tax relief to families with 
children. By contrast, it provides $30.6 billion in new 
welfare cash payments.3 If these new cash welfare 
benefits were extended over 10 years (which is very 
likely), the total cost would exceed $140 billion.

For the Left, welfare benefits can never be high 
enough, and TRAFWA reflects this view.  Under 

https://www.hhs.gov/about/news/2018/09/24/statement-from-the-department-of-health-and-human-services.html
https://www.jct.gov/publications/2024/jcx-2-24/
https://www.jct.gov/publications/2024/jcx-2-24/
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current law, a single mother with two children who is earning $15,000 per 
year usually will receive $30,719 per year in welfare payments from the 
Earned Income Tax Credit (EITC), Additional Child Tax Credit (ACTC), 
food stamps, child nutrition, and Medicaid. Post-tax income from earnings 
and welfare combined would be $44,571.

If housing benefits are added, post-tax resources from earnings and 
welfare would be $57,219, but according to the proponents of TRAFWA, 
this is not enough. Their bill would deliberately increase benefits for this 
single-parent family by nearly $2,000 per year.

TRAFWA increases new cash welfare payments predominantly for sin-
gle-parent families. Of the $30.6 billion in new cash welfare payments, 75 
percent will go to single-parent families. The bill embraces the core premise 
of the traditional liberal welfare state: subsidizing single parenthood as an 
alternative to marriage. Historically, this aggressive practice has had an 
enormous negative effect on family formation in the U.S.

TRAFWA increases marriage penalties in welfare. A major issue in 
the welfare state is the massive financial penalties that welfare programs 
impose on low-income parents who choose to marry. Current anti-marriage 
penalties for low-income families are as high as $14,540 per year, but instead 
of seeking to reduce punitive marriage penalties, the allegedly “pro-family” 
TRAFWA bill actually increases them.

TRAFWA weakens work requirements in welfare. The bill provides 
increased cash welfare to families with children through a program called 
the Additional Child Tax Credit, which provides cash benefits to families with 
no tax obligations. The ACTC has a nominal work requirement: A custodial 
parent or couple is allegedly required to work and have earnings to receive 
benefits. However, the program has a large loophole that greatly weakens the 
work requirement: The custodial parent can transfer the work obligation to as 
many as two dozen other individuals. A non-working single parent will then 
receive cash welfare based on the work of these labor surrogates.

A work requirement that can be readily transferred to more than a dozen 
surrogates is not a serious requirement. TRAFWA weakens this already 
porous work requirement by insisting that the parent or the many labor 
surrogates only have to work every other year to receive annual benefits.

TRAFWA increases welfare payments to illegal alien parents. Millions 
of illegal immigrant parents who have children born in the U.S. (children 
known as anchor babies) can receive cash welfare through a deliberate loop-
hole in the current tax code. TRAFWA carefully preserves this loophole 
and increases the amount of cash welfare an illegal immigrant parent can 
receive through it.
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TRAFWA expands the welfare state, hikes already excessive benefits 
for single parents, increases fraud, and pumps up cash benefits for illegal 
immigrants. It increases welfare marriage penalties and weakens work 
requirements. Every welfare-related change in TRAFWA is an incremen-
tal but decisive victory for the Left and a decisive defeat for a pro-family, 
work-based welfare system.

Not surprisingly, the liberal Center on Budget and Policy Priorities pro-
claims that TRAFWA is “great news” and sees it correctly as an incremental 
step toward an even greater welfare state and the complete elimination of 
welfare work requirements in the near future.4 The real surprise is that 
so-called conservative lawmakers have promoted and applauded this 
anti-family, anti-work catastrophe.

Tax Relief and Transfer Payments

Supporters of TRAFWA claim that its purpose is to provide “tax 
relief.” To analyze this claim, it is important to distinguish between 

“tax relief ” and “transfer payments.” Nearly all families with children 
have some employment and earnings. More than half of families with 
children pay federal income tax to the federal government. Taxation 
means that the government confiscates a portion of the family’s earn-
ings and allocates those funds to other government purposes or to 
other families. Tax relief means that the taxes paid by the family are 
reduced and the family is permitted to keep more of its personal earn-
ings for its own use.

A government transfer payment is very different. With a transfer 
payment, government extracts resources from one family through tax-
ation and transfers those resources to another family for the second 
family’s use. The transferred resources can take the form of benefits 
for cash, food, housing, or medical care. Tax relief allows families to 
retain a greater share of their own earnings; a transfer payment, as the 
name implies, takes resources from one family and transfers them to 
another family.

This in no way means that all transfer payments are bad, but economic 
transfers must be sharply distinguished from family tax reduction. Blending 
tax relief and welfare transfers together in a single category is a bold act 
of political obfuscation. This subterfuge deliberately seeks to confuse the 
public; it is also a very effective mechanism that the Left traditionally has 
used to fuel the growth of the welfare state.
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Welfare Transfer Payments

An important form of transfer payments is means-tested welfare benefits. 
A means-tested benefit is available only to lower-income persons and not 
to the general public. For example, food stamps are means-tested, whereas 
public schools and highways are not. The means-tested welfare system has 
nearly 90 separate programs that provide cash, food, and housing benefits; 
medical aid; and small amounts to targeted social services.5 Major means-
tested programs include Temporary Assistance for Needy Families (TANF); 
the EITC; Supplemental Security Income (SSI); the ACTC; food stamps; 
the Women, Infants and Children (WIC) food program; school nutrition 
programs; Medicaid; the Community Health Centers program; the Child 
Health Insurance Program (CHIP); public housing; and Section 8 housing.

All of these programs provide transfer payments in which financial 
resources are taxed away from one group of families and transferred to 
other families, generally in the form of cash, food, housing, or medical ben-
efits. To refer to any of these programs as tax relief is wildly and deliberately 
misleading.

The welfare state is already enormous. In 2018, before the COVID 
epidemic, federal and state governments spent nearly $1.2 trillion on 
means-tested aid programs.6 Of this, 47 percent or $564 billion was spent 
on means-tested aid for lower-income families with children, predomi-
nately on single parents. This amounts to $47,000 per family distributed 
evenly within the lowest-income third of all families with children. The 
figure would be much higher in 2023.

Distribution of Families, Marriage, Taxes, and Welfare

 According to the U.S. Census Bureau, there were 36.4 million families 
with children in the U.S. in 2023. Some 24.65 million, or 68 percent, were 
families headed by married couples. The other 11.7 million, or 32 percent, 
were non-married.7 These families can be subdivided into three groups 
depending on whether they currently pay income taxes and the amount of 
means-tested aid they typically receive.

The first group is families who currently pay income tax. In general, these 
families with children have earnings above $65,000 per year.8 Some 22.6 
million families (62 percent of all families with children) have incomes 
above that level. Some 85 percent of the families within this group are 
married. These families pay varying levels of income tax and receive com-
paratively few means-tested benefits.
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The second group of families with children have earned incomes between 
$30,000 and $65,000. There are 8.8 million families in this group. These families 
pay no income tax and receive moderate amounts of means-tested welfare. 
They are divided almost equally between married and non-married families.

The third group is families with earned income between $0 and $30,000. 
There are nearly 4.9 million families in this group; 77 percent are non-mar-
ried, and 23 percent are married. This group receives very large amounts 
of means-tested welfare from programs such as the EITC, the ACTC, food 
stamps, WIC, public housing, Section 8 housing, and Medicaid.9

Table 1 shows the total 36.4 million families with children divided vertically 
into the three income groups and then divided again horizontally into mar-
ried and non-married families. More than half of all families with children are 
in the upper left-hand corner. These are married families that generally pay 

NOTE: Families with children include family households with children, related subfamilies with children, 
and non-related subfamilies with children.   
SOURCE: Author’s calculations based on data from U.S. Census Bureau Current Population Survey.

TABLE 1

Income Level and Marital Status of All Families with 
Children Under 18 in 2022

BG3822  A  heritage.org

Part A: Number of Families with Children, in Millions

Annual Income Level
Married Families 

with Children 

Non-Married 
Families with 

Children 
All Families with 

Children 

Over $65,000 19.18 3.42 22.60

$30,000 to $65,000 4.34 4.47 8.81

Under $30,000 1.13 3.85 4.98

all Families with children 24.65 11.74 36.39

Part B: Percentage of All of Families with Children

Annual Income Level
Married Families 

with Children 

Non-Married 
Families with 

Children 
All Families with 

Children 

Over $65,000 52.7% 9.4% 62.1%

$30,000 to $65,000 11.9% 12.3% 24.2%

Under $30,000 3.1% 10.6% 13.7%

all Families with children 67.7% 32.3% 100.0%
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income taxes. Non-married families are split fairly equally among the three 
income groups. Ten percent of all families with children appear in the bottom 
right-hand corner; these are single-parent families with earned incomes 
below $30,000 that are heavily dependent on welfare benefits.

One could argue that the obvious reason that non-married single-parent 
families receive many welfare benefits is that they have low levels of earned 
income and need added support from the government. This is correct, but the 
issue is more complicated than that. Disproportionate welfare to single parents 
carries a moral hazard: It undermines marriage. Historically, this type of welfare 
has led to the rapid collapse of the married family and a rapid rise in non-marital 
birth rates.10 It also has greatly increased the non-marital abortion rate.11

Welfare transfers must be given to many single-parent families, but this 
aid must be crafted carefully. Attention must be paid to the aggregate ben-
efits received by single parents, the support given to non-married families 
relative to married families, and the large financial penalties that the wel-
fare system imposes on low-income parents who choose to marry. Finally, 
work requirements in welfare have been shown to strengthen marriage by 
reducing the utility of conventional welfare for single parents relative to the 
alternative of marriage to the children’s father. Serious work requirements 
in welfare, therefore, can have a strong pro-marriage effect.12

How Welfare Harms Marriage

Most Americans believe that marriage should be strengthened, not 
weakened. One way to strengthen marriage is to remove governmental 
financial penalties against marriage.13 Most conservative policymakers 
view marriage penalties as occurring mainly in the federal income tax. Thus, 
marriage penalties are seen incorrectly as primarily affecting the top half 
of the income distribution: those who actively pay income taxes. In reality, 
marriage penalties in the basic federal income tax code, to the extent they 
exist, are comparatively small and at worst affect only a small portion of 
the income of married parents.

The really significant marriage penalties in U.S. society occur in the more 
than 40 means-tested welfare programs that affect lower-income families 
with children. These programs, which include food stamps, WIC, the EITC, 
SSI, and Section 8 housing among many others, provide cash, food, housing, 
medical care, and social services to approximately the lowest-income 40 
percent of families with children: those with incomes below $65,000 per year.

Welfare marriage penalties exist because welfare benefits are based on 
the joint income within a household. If a single mother marries an employed 
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father, the family’s measured joint income will rise sharply; the earnings of 
the father will be applied to the mother’s welfare eligibility, and benefits will 
be cut sharply or eliminated entirely.14 This creates a considerable financial 
incentive not to marry.15 All welfare programs have substantial marriage 
penalties that, in the aggregate, can represent a large share of the parents’ 
total economic resources. The threat of loss of a comparatively large pool 
of assistance can provide a substantial disincentive for parental marriage.

For example, take the case of a single mother with two children who has 
annual earnings of $15,000. The father of the children has annual earnings 
of $25,000, and the parents are not married. The father may live separately, 
or he may cohabit with the mother and children. In either case, his pres-
ence and income would not generally be reported to the welfare agencies; 
he would remain “off the books” for purposes of determining the welfare 
benefits received by the mother.16

The mother in the example would receive $6,470 in food stamp benefits, 
$1,415 in child nutrition subsidies, $6,000 in EITC cash benefits, and $1,875 
in ACTC cash benefits. The cash and food benefits would roughly double 
the mother’s economic resources. Total earning and welfare benefits less 
taxes would come to $29,613. The father would pay Federal Insurance Con-
tributions Act (FICA) tax and income tax on his $25,000 in earnings, leaving 
him with a net post-tax income of $21,718.17 The combined resources of the 
mother and father would be $51,330.

If the mother married the father, the father’s earnings would be “on 
the books” and would be used to determine the family’s welfare benefits. 
Food stamp benefits would be eliminated, and other benefits would gener-
ally be cut. On the other hand, the father would no longer pay income tax. 
Altogether, the effect would be strongly negative: Marriage would cut the 
parents’ combined resources from $51,330 to $$44,286. The effective mar-
riage penalty would be $7,044 or approximately 17 percent of the parents’ 
combined pre-tax earnings.

Forty percent of single mothers at this income level receive Section 
8 or public housing benefits. The national average housing subsidy for a 
single mother at this income level would be $12,648 after deduction of rent 
payments. The combined earnings and welfare for the unmarried couple 
would rise to $63,978.18 If the couple married, the housing subsidy would be 
cut sharply, and the overall marriage penalty would rise to $14,544.19 (See 
Tables 2 and 3.)

Polls show that the public strongly supports removing marriage penalties 
within the welfare state. Some 82 percent of the public agree that “The wel-
fare system should not penalize parents when they get married.”20 Reducing 
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SOURCE: Heritage Foundation calculations based on current tax law and welfare program rules.

TABLE 2

Welfare Marriage Penalties Under Current Law: Mother Earns $15,000 
and Father Earns $25,000

BG3822  A  heritage.org

NON-MARRIED SCENARIO MARRIED SCENARIO
The mother and father are not married; they 

have two school-age children. The parents fi le 
for income taxes separately. The non-married 
father may cohabit or live separately; in either 

case, he will remain “off  the books” for purposes 
of the mother’s welfare eligibility and benefi ts. 

The mother and father are married; they have two 
school-age children. The couple fi les for income tax as 

“married fi ling jointly.” The married father is “on the 
books” for purposes of welfare eligibility and benefi ts.

Non-Married Mother’s Resources Married Parents’ Joint Resources

Mother’s Earnings $15,000 Married Parents’ Joint Earnings $40,000

Food Stamps $6,470 Food Stamps $0

School Nutrition $1,415 School Nutrition $1,274

EITc $6,000 EITc $4,102

acTc $1,875 acTc $1,970

Less FIca Tax $1,148 Less FIca Tax $3,060

Less Income Tax $0 Less Income Tax $0

Mother’s Post-Tax resources $29,613

Non-Married Father's Resources

Fatther’s Earnings $25,000

Food Stamps $0

EITc $0

acTc $0

Less income tax $1,370

Less FIca Taxes $1,913

Father’s Post-Tax Income $21,718

Non-Married Parents’ Combined Income 
(Without Housing Subsidies) $51,330

Married Parents’ Combined Income 
(Without Housing Subsidies) $44,286

With Housing Aid With Housing Aid

housing Subsidy Net of rent Payments $12,648 housing Subsidy Net of rent Payments $5,148

Non-Married Parents’ Combined Income 
with Housing Subsidies $63,978

Married Parents’ Combined Income with 
Housing Subsidies $49,434
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marriage penalties would significantly increase marriage rates. One study, 
for example, finds that reducing the marriage penalty in the EITC by $1,000 
would increase the marriage rate among low-income women by 10 percent. 
Increasing marriage in this manner would also significantly reduce abortion.21

Current Loopholes in EITC and ACTC Work Requirements

As noted, work can have a strong marriage effect. Yet loopholes in the 
current welfare system diminish that impact.

Some 91.5 percent of the family benefits in TRAFWA are cash welfare 
payments passed through the Additional Child Tax Credit. The ACTC is a 
so-called refundable tax credit, but the name is misleading. The ACTC does 
not refund income tax withholding to taxpayers. No one receiving the ACTC 
owes or pays federal income tax, nor would they owe tax in the absence of 
the ACTC. The ACTC does not “refund” income withholding, because the 
recipient has no tax liability that was withheld in the first place. The ACTC is 
no more tax relief or tax refunds than are food stamp benefits; it is a simple 
cash welfare program that happens to be administered by the IRS.22

Under current law, parents are ostensibly required to work to obtain 
ACTC cash benefits, which are designed to increase as earnings increase. 
However, this work requirement is highly porous and readily evaded 
through fraud. In the closely related EITC program, only 55 percent of 

SOURCE: Heritage Foundation calculations based on current tax law and welfare program rules.

TABLE 3

Aggregate Marriage Penalty Under Current Law Example: Family with Two 
School-Age Children, Mother Earns $15,000, and Father Earns $25,000

BG3822  A  heritage.org

Mother and 
Father Are 

Not Married

Mother and 
Father Are 

Married

Marriage 
Penalty: 

Financial Loss 
of the Couple 

Due to Marriage

Marriage Penalty 
as Percentage 
of Combined 

Parental 
Earnings

Column A Column B
Column A

minus Column B

couple’s Total combined Financial 
resources Without housing Subsidies $51,330 $44,286 $7,044 17.6%

couple’s Total combined Financial 
resources with housing Subsidies $63,978 $49,434 $14,544 36.4%
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benefits for single parents appear to go to eligible tax filers.23 Altogether, the 
data suggest that as many as 6 million tax filers who receive cash payments 
from the ACTC and EITC for children are not eligible for these benefits. 
Most are not the custodial parents of the children.24

For example, according to IRS data, 14.6 million single unmarried tax 
filers received the EITC for dependent children in 2017, the last year for 
which data are available.25 The problem with this is that, according to Census 
data, there were only 11.67 million actual non-married, single-parent fam-
ilies with children in the entire population in 2017.26 Moreover, roughly 2 
million of those real single-parent families would have had incomes that 
were too high to be eligible for the EITC. Another 2.5 million of the parents 
told the Census that they were out of the labor force, which makes it unlikely 
that they were truly eligible for the EITC. In other words, probably 6 million 
or 7 million single working parents were actually eligible to claim the EITC 
for children, but 14.7 million single tax filers received it.27

While there are difficulties in comparing IRS and Census data, the figures 
indicate that roughly 6 million of the non-married persons claiming the 
EITC for children were not the actual custodial parents caring for these 
children. This does not mean that the children themselves were fictitious, 
but it does mean that someone other than the actual caregiving parent 
claimed the child.28

Fraud and evasion of the existing work requirement are specifically built 
into the eligibility rules of the ACTC and the parallel EITC cash grant pro-
gram. Under the law, many persons are legally permitted to claim the child 
on their tax return and receive cash from both the EITC and the ACTC 
for the child based on their reported earnings. Potential legal claimants 
include the custodial parent or married couple; non-married, non-custodial 
parents; maternal and paternal grandparents; aunts and uncles; spouses 
of aunts and uncles (if filing jointly); adult sisters or brothers; stepparents 
and stepgrandparents; stepaunts and stepuncles; and adult stepbrothers 
and stepsisters.29

Legally, any filer claiming a child is supposed to reside with that child for 
at least half the year, but this requirement is neither enforced nor enforce-
able. A single parent with no earnings will typically have at least a dozen 
persons (counting absent non-married parents, grandparents, aunts and 
uncles, and their spouses) and often as many as two dozen persons with de 
facto eligibility to claim a child on their tax returns. In almost all cases, a 
non-working single parent will have no difficulty finding many persons with 
earnings who can claim each child. The trick is to find potential filers with 
earnings low enough to maximize EITC and ACTC cash benefits.
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Often, single mothers who do not work or work little will transfer 
the work obligation and eligibility for the EITC and ACTC to the child’s 
non-married cohabiting or absent father. Usually, this individual has never 
married the mother. If the non-working single parent does not transfer eli-
gibility to a cohabiting or absent father, she will typically transfer eligibility 
to one of the innumerable relatives listed above, and this individual often 
will not live with the child.30 After the work obligation and benefit eligi-
bility have been transferred to an alternate tax filer, the transferred EITC 
and cash ACTC benefits will be shared between the non-working custodial 
parent and the surrogate tax filer with each receiving perhaps half of the 
benefit. A work requirement that can be “transferred” easily to as many as 
two dozen other people is not a serious requirement.

Altogether, in 2022, it is likely that at least one of every five single parents 
(or 2.8 million individuals) receiving EITC benefits received them indi-
rectly through labor surrogates.31 This is probably true for the parallel ACTC 
program as well. Nearly all ACTC recipients also receive the EITC; both 
credits have nearly identical eligibility standards for tax filers and differ 
only slightly in the income levels at which subsidies are provided. All tax 
filers apply for the EITC and ACTC simultaneously on a single 1040 tax 
form; whatever eligibility information (or misinformation) is provided on 
the 1040 for one credit will be provided for the other. Therefore, improper 
EITC payments due to residence “errors” and claimants without a legal 
relationship to the child will be duplicated for the ACTC for that child.32

What the TRAFWA Bill Actually Does

While proponents claim that TRAFWA provides “tax relief for work-
ing families,” the bill does nothing of the kind. There are eight significant 
problems with the TRAFWA approach to welfare/family issues. Specifically, 
TRAFWA (supported by its accompanying public advocacy):

1. Adopts the time-worn liberal strategy of expanding the welfare state 
by claiming new welfare payments are “tax relief;”

2. Directs 75 percent of its cash benefits to single-parent families thereby 
building on the perennial left-wing strategy of using the welfare state 
as substitute and competitor for “obsolete” husbands;

3. Actively increases the existing penalties against marriage in the wel-
fare state (which are already between $7,000 and $14,500 each year) 
for most lower-income parents who choose to marry;
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4. Actively increases excessive welfare payments to single parents under 
current law;

5. Actively adopts the permanent Washington bureaucracy’s traditional 
approach of analyzing each of the nation’s 90-plus welfare programs in 
isolation from the other programs, which inevitably leads to unneces-
sary expansions of the welfare state;

6. Weakens the already porous work requirements in the ACTC program in 
which millions of non-working single mothers already erroneously receive 
benefits by designating “labor surrogates” to claim the credit for them;

7. Provides increased cash welfare payments to illegal alien parents, now 
and in the future; and

8. Provides incremental changes that neatly dovetail with long-term 
liberal plans to increase welfare for single parents, weaken or remove 
work requirements in welfare, increase welfare marriage penalties, 
and increase welfare for illegal immigrants, the ultimate goal of which 
is to return to a much larger version of the unconditional, work-free 
cash welfare system that existed before welfare reform.

Welfare, Not Tax Relief. Although the bill claims that its aim is to pro-
vide “tax relief” to families with children, it contains very little tax relief 
for working families. Instead, nearly 91.5 percent of the “family benefits” 
in the bill are new cash welfare payments to families who pay no federal 
income taxes (and little or no Social Security tax).33 Over three years, the 
bill provides only $2.85 billion in income tax relief to families with children. 
By contrast, it provides $30.6 billion in new welfare cash payments.34 If these 
new cash welfare benefits were extended over 10 years (which is very likely), 
the total cost would exceed $140 billion.35

Falsely claiming that new cash welfare benefits are “tax relief” is the cen-
terpiece of liberal efforts to expand the welfare state. This was the hallmark 
of the “child allowance” plan introduced in President Joe Biden’s “Build 
Back Better Bill” in 2021, which was also promoted as “tax cuts for America’s 
families and workers.”36 TRAFWA’s advocates have now borrowed Biden’s 
deceptive rhetoric to conceal the actual welfare expansions in the bill. The 
enthusiastic adoption of this classic liberal stratagem to enlarge the welfare 
state by so-called conservatives does not bode well for the future of the 
welfare system.

https://www.jct.gov/publications/2024/jcx-2-24/
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Focusing Subsidies on Single-Parent Families. While 91.5 percent 
of the support for families with children in TRAFWA is in the form of cash 
payments, not income tax relief, an additional concern is that 75 percent 
of these new benefits goes to single-parent families. This is in keeping 
with the welfare state as a whole: For example, more than 95 percent of 
assistance to families with children in subsidized housing programs goes 
to single parents.37 In the food stamp program, the number is 85 percent;38 
in the EITC, it is 75 percent. Heavily subsidizing single parenthood has 
been the central thrust of the welfare state since the beginning of the War 
on Poverty. The hard Left sees subsidization of single parents as a healthful 
alternative to marriage and as a vehicle to help women escape domination 
by the “patriarchy.”39

Of course, single-parent families tend to have low incomes and often 
require support, but it is a mistake to simply add another benefit on top of 
the stack of benefits that have been piled on single parents for decades. Key 
questions need to be answered:

 l Does this type of welfare have a moral hazard?

 l Does disproportionately subsidizing single parenthood diminish 
marriage?

The answer to both questions is “Yes.” Conventional welfare, focused on 
single parents, historically had a dramatic and harmful role in undermining 
marriage. Obviously, aid must be provided to support low-wage single-par-
ent families, but that aid must be crafted carefully. Attention must be paid 
to the aggregate benefits received by single parents from multiple programs, 
the relative support given to non-married families compared to married 
families, and the large financial penalties that the welfare system imposes 
on low-income parents who choose to marry.

Finally, work requirements in welfare have been shown to strengthen 
marriage by reducing the utility of conventional welfare for single parents 
relative to the alternative of marriage to the children’s father. But it is not 
sufficient merely to repeat the word “work” endlessly in promoting legisla-
tion. The details and efficacy of any work requirement are critical. History 
shows that porous requirements have little or no impact.

Increasing Welfare Marriage Penalties. As noted, marriage penal-
ties occur in all means-tested aid programs because when a single mother 
marries the employed father of her children, his earnings are added to the 
mother’s for purposes of determining eligibility and benefit levels. Reducing 



 March 21, 2024 | 14BACKGROUNDER | No. 3822
heritage.org

marriage penalties should be the centerpiece of conservative reform.40 
However, TRAFWA does not decrease marriage penalties. In most cases, 
it increases penalties by $250 to $500 per child. These new penalties are 
added on top of existing ones. For example, if a single mother who earns 
$15,000 per year marries the father who earns$25,000, the family will 
face between $7,044 and $14,544 per year in marriage penalties. TRAFWA 
would add $1,075 in new marriage penalties, bringing the total to $8,119 and 
$15,619, respectively.41 (See Table 4.)

Hiking Excessive Benefits. TRAFWA accepts the liberal premise that 
the current $1.2 trillion welfare state is not large enough: More money must 
be spent, primarily to subsidize single parents. But welfare benefits are 
already very large. For example, in 2023, a single mother with two school-
age children who was earning $15,000 per year would also have received 
$6,000 in cash payments from the EITC, $1,875 in cash payments from the 
ACTC, $6,470 in food stamps, and $1,415 in school nutrition benefits. Total 
cash and food aid would have equaled $15,760, more than doubling the 

SOURCE: Heritage Foundation calculations based on current tax law and welfare program rules.

TABLE 4

Aggregate Marriage Penalties Under Current Law and with TRAFWA Example: 
Family with Two School-Age Children, Mother Earns $15,000, and Father 
Earns $25,000
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Mother and 
Father are 

Not Married

Mother and 
Father are 

Married

Marriage 
Penalty: 

Financial Loss 
of the Couple 

Due to Marriage

Marriage 
Penalty as 

Percentage 
of Combined 

Parental 
Earnings

Marriage 
Penalty if 
TRAFWA  
Enacted

Column A Column B
Column A 
minus B

couple’s Total 
combined Financial 
resources Without 
housing Subsidies

$51,330 $44,286 $7,044 17.6% $8,119

couple’s Total 
combined Financial 
resources with 
housing Subsidies

$63,978 $49,434 $14,544 36.4% $15,619
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parent’s effective income.42 Combined effective income from gross earnings, 
cash, and food benefits less FICA tax would have been $29,613.43

In addition, the family would also be eligible for Medicaid coverage worth, 
on average, around $14,960, bringing the effective income of the parent to 
around $44,571.44 Altogether, these standard welfare benefits would triple 
the parent’s income. In addition, 40 percent of such families would receive 
Section 8 or public housing aid with a net worth after rent payments of 
$12,648, bringing total potential resources to approximately $57,219.

But for the Left, welfare benefits can never be high enough. TRAFWA’s 
authors concur, so the bill would add another $1,875 to this family’s income, 
bringing total post-tax resources to $46,446 ($59,094 if the family receives 
housing aid).

However, the main problem is not simply the immediate increase 
in welfare benefits: The critical issue is that by camouflaging its welfare 
increases as “tax relief” and by failing to acknowledge or even hint at the 
large pile of aid benefits already received by its beneficiaries, the bill creates 
fertile ground for even larger welfare expansions in the future. Since the 
overwhelming majority of professed conservatives in the House of Repre-
sentatives endorsed rather than opposed this round of destructive welfare 
expansions, there is no reason to believe that they would not readily do so 
in the future.

Concealing the Welfare State. In Washington, DC, all discussions 
of welfare policy are governed by a simple, flawed maxim: Each of the 90 
means-tested welfare programs must be examined separately and in com-
plete isolation from the remaining programs. It is rare to find any policy 
paper or news article that does not follow this rule. In this paradigm, each 
welfare program stands alone and vigilant against a blank canvas. It is 
presented as the sole bulwark shielding the recipient family from utter 
deprivation. Of course, in this context, most programs will appear under-
funded, and most recipient families will appear to be desperate. This 
procedure is the perfect mechanism for endlessly expanding the welfare 
state.

This procedure is like analyzing a baseball game based on what hap-
pened in the first inning while ignoring the next eight. In the real world, 
this gambit would be dismissed immediately as misleading and irrational, 
but bureaucratic Washington seldom operates in the real world.

The norm of viewing each welfare program in isolation is exacerbated 
by the committee and subcommittee system in Congress. The sprawling 
welfare state is spread across most government departments, and most 
subcommittees have jurisdiction over only two or three programs. With 
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rare exceptions, each subcommittee follows its mandate to examine its two 
or three programs in isolation while remaining oblivious with respect to 
the rest of the welfare system. The result is incoherent policy.

The development of and advocacy for TRAFWA followed this same 
procedure. Expansion of the ACTC was proposed in isolation without 
consideration of accompanying programs. For example, House Ways and 
Means Committee Chairman Jason Smith (R–MO) praised the impact of 
TRAFWA in his home state of Missouri as follows:

More than 73,920 families in southeast and south-central Missouri claim the 

CTC. Thanks to the tax relief legislation, a family with three children making 

minimum wage would now be eligible for a $5,400 credit, which is the max-

imum amount per child. If Congress does not send this bill to the president’s 

desk, that same family would only be eligible for a credit of $3,462.60.45

Typically, Congressman Smith has characterized his program as “tax 
relief” even though the family in his example would pay no income tax and 
very little in FICA tax under current law. Moreover, in habitual Washington 
fashion, Congressman Smith has omitted almost the entire welfare state 
from his calculation.

The minimum wage in Missouri is $12.00 per hour, so a single parent 
working full-time would earn roughly $24,000 per year. Adding the enhanced 
ACTC, the EITC, food stamps, child nutrition, and Medicaid to the annual 
earnings and subtracting FICA tax would yield total resources of $61,226. If 
the family also received housing aid, total post-tax resources would reach 
$68,450.46 The family would also be eligible for day-care subsidies. Chairman 
Smith’s constituency may or may not be pleased with this outcome; however, 
they deserve at least to know what the welfare state actually does.

Weakening Work Requirements. TRAFWA greatly expands the erro-
neously named ACTC. The ACTC is a simple cash-welfare-benefit program 
that has nothing to do with taxes. As noted, the current ACTC program 
has a weak work requirement riddled with extensive fraud,47 and a work 
requirement that can easily be “transferred” to as many as two dozen other 
people is not a serious requirement.

Remarkably, TRAFWA takes this already porous and fraud-filled work 
requirement and further weakens it by insisting that recipients need work 
only every other year instead of every year. This enfeebles the work require-
ment on the custodial parent herself and greatly expands the opportunity 
to game the system by doubling the annual earnings figures that parents 
and labor surrogates can use to claim the credit.
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Subsidizing Illegal Aliens. On the floor of the House of Representa-
tives, Chairman Smith asserted that “[n]o other tax credit or deduction can 
match the child tax credit’s protections from improper claims combined 
with safeguards against payments to non-U.S. citizens.”48 This assertion 
is clearly untrue. For example, illegal immigrant parents cannot lawfully 
claim the Earned Income Tax Credit; however, they can claim and receive 
cash payments from the ACTC.49

The facts are as follows: Under current law, illegal aliens who have 
children that were born in the U.S. can claim welfare benefits from the 
ACTC. Around 8 percent of the children born each year are born to ille-
gal immigrant parents. There are at least 4 million such children in the 
U.S., and the actual number is likely to be much higher.50 These children, 
often called “anchor babies,” are deemed U.S. citizens and are given Social 
Security numbers.51 Illegal immigrant parents are specifically authorized to 
claim cash welfare benefits through the ACTC by filing with an Individual 
Taxpayer Identification Number (ITIN).52 The illegal immigrant parent is 
not required to have a Social Security number to obtain these benefits and 
can readily obtain an ITIN.

TRAFWA did not create this deliberate loophole for providing wel-
fare to illegal immigrants. The loophole exists in current law. But the 
bill does substantially increase the welfare payments per family that 
can be provided through the loophole, exacerbating rather than fixing 
an obvious design flaw in the program. Illegal immigrants will receive 
more welfare after the passage of TRAFWA than they received before 
its passage.

Dovetailing with Liberal Welfare Plans. A prominent goal of the 
Left is to remove work requirements from welfare and to restore the 
work-free, unconditional cash aid that existed before welfare reform. 
President Biden sought to advance this goal by creating a new “child 
allowance,” which removed the work requirements from the ACTC and 
greatly increased benefits.53

TRAFWA goes at least halfway toward fulfilling President Biden’s aims. 
The bill embraces the premises and goals of the Biden plan, which would 
greatly increase cash welfare payments (predominantly for single parents) 
while weakening the already porous work requirements (as explained 
above). This bill obviously sets the ground for a future “compromise” that 
would fully enact the Biden “child allowance” program. Overall, the family/
welfare provisions represent an enormous political and policy victory for 
President Biden and the Left.
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Harming the Family

The Ways and Means Committee’s welfare bill directly and explicitly 
repudiates the principles of successful welfare reform that have governed 
the welfare system since the mid-1990s. Welfare reform, instituted in 1996 
by a Republican Congress with broad bipartisan support, established work 
requirements and time limits in the dominant welfare program: Aid to Fam-
ilies with Dependent Children (AFDC). More than 90 percent of recipients 
in this program were single-parent families.

A principal aim of the reform was to halt the rapid and alarming dis-
integration of marriage. Family collapse had been advancing steadily for 
decades. Work requirements and time limits were two tools used to reduce 
the utility of being a single parent on welfare and raise the relative utility of 
being married to a working husband. Welfare reform was a dramatic success 
in saving the family. The ongoing rapid collapse of married families with 
children came to an abrupt halt. Family structure stabilized. As a result of 
the changes prompted by welfare reform, some 9 million additional children 
reside today in married families rather than single-parent families.54

Before reform, roughly one in 10 children were born to non-married 
teenage girls. After reform, this number quickly fell by 60 percent, and 
non-marital teen abortions fell at a similar rate. The non-marital pregnancy 
rate had been rising for decades. After reform, this trend promptly reversed 
course and began to fall steadily. The steady decline in the non-marital preg-
nancy rate initiated and promoted by welfare reform has contributed to 10 
million fewer abortions over nearly three decades.55

The dramatic positive progress in strengthening marriage and reducing 
teen births and abortions occurred because welfare reform reduced the 
utility of being a single mother on welfare and increased the relative utility 
of the alternative: marrying and living with the child’s father. Yet TRAFWA 
would increase effective welfare subsidies to single parents relative to mar-
ried families and weaken work requirements that predominantly affect 
single parents. It threatens future family formation.

Recovering the Past: Looking To the Future

Conservative welfare reform in the 1990s was a dramatic success. It led 
to a rapid decline in non-marital teen pregnancies, births, and abortions. 
It reduced the non-marital birth rate and halted the decline of the married 
two-parent family. It promoted a sharp and continuous decline in poverty 
among single-parent families.
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Despite this success, some conservatives have long forgotten the principles 
of this successful reform and now offer scaled-down versions of liberal welfare 
policies. This is harmful to society. Instead, conservatives should reanimate 
successful reform principles. Specifically, they should pursue six themes:

1. Limit wasteful, fraudulent, and counterproductive welfare spending;

2. Strengthen marriage by reducing harmful marriage penalties across 
the welfare state;

3. Strengthen work requirements in all programs, which if done right 
will have the positive side effect of increasing marriage;

4. Limit the excessive welfare benefits that can occur when families 
receive benefits from many programs simultaneously;

5. Clearly prohibit illegal immigrants from receiving welfare; and

6. View the welfare state holistically and abandon the deceptive proce-
dure of examining welfare one program at a time.

By strengthening marriage, promoting self-support, raising opportunity, 
limiting debilitating dependence, and restoring social order, conservatives 
have a better vision for lower-income communities than does the Left. It 
remains to be seen whether they have the will to pursue that vision.

Leftward Turn

Much waste and many harmful elements of the ACTC exist in the current 
welfare system. TRAFWA does not fix any of these problems. Instead, the bill 
actually makes them worse by softening work requirements, increasing the 
welfare benefits targeted to single-parent families, boosting the substantial 
marriage penalties in the welfare system, and hiking welfare payments to 
illegal immigrant parents. Overall, TRAFWA fails to implement the princi-
ples that conservatives have stood for in welfare and family policy for three 
decades. Instead, it offers scaled-down versions of current liberal policies.

All of the welfare-related provisions in the TRAFWA bill represent incre-
mental but decisive advances for the liberal approach to the welfare state. 
To conceal what is being done, the bill’s designers have hidden these changes 
behind the smoke screen of “tax relief.”
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While some conservatives may be deceived, liberals are not. The Center 
on Budget and Policy Priorities, which focuses on expanding the welfare 
state, celebrates the “great news” of the passage of TRAFWA in the House 
and correctly sees the bill as an important incremental step toward an even 
larger welfare state and the complete elimination of welfare work require-
ments in the near future.56 The Center for Law and Social Policy concurs: 

“This bipartisan tax proposal makes a meaningful step toward a fully refund-
able and inclusive CTC.” Translated, this means that TRAFWA provides a 
clear pathway to implementing the Left’s main goal: the full Biden “child 
allowance.”57

While the Left is energized, the current House of Representatives has 
been quite willing to abandon conservative principles in welfare and family 
policy in exchange for business tax cuts. Decisive action by conservatives 
will be required to halt this leftward trend.

Robert Rector is Senior Research Fellow in the Center for Health and Welfare Policy at 

The Heritage Foundation.
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