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How Federal Welfare Program Became ‘Slush Fund’ for States

Lack of oversight of $30 billion TANF initiative creates ‘fraud by design’

By Cameron McWhirter, Dan Erosch and Scott Calvert

When the Trump administration targeted billions of dollars in federal Wei:fqpé"ﬁmds recently over fraud concerns, it
singled out five Democratic- run states. (R

An examination by The Wall Street Journal found that the main federal aid program the administration is seeking to
block, Temporary Assistance for Needy Families, has long been plagued by poor financial oversight and questionable
spending in states led by both Republicans and Democrats. | = &\ @

Auditors in numerous states, including Connecticut, Louisiana and Florida, have uncovered problems wit}
once America’s primary welfare program for lowincome families. Created three decades ago, it comprises more than
$30 billion. 0. Ak

TANF funds flow annually through block grants to states,.which have wide latitude to spend them and minimal
reporting requirements—which critics.say hampers oversight. Meant to allow states to be creative in serving needy
families, it has resulted in a shift: States now award most of the money to nonprofits, companies and their own state
agencies. An average of about 849,000 families got direct cash aid each month in fiscal 2025, federal data shows, down
from about 1.9 million in fiscal.2010.

Audits have shown a range of problems, including states inaccurately reporting large expenditures and disbursing
millions of dollars.to contractors without tracking how the cash was spent. State and federal records show red and blue
states alike have directed hundreds of millions of dollars to programs with tenuous—or no—connections to TANE’s
goals.

Questionable expenditures have included college scholarships that benefited middleor upper-income families,
antiabortion centers, a volleyball stadium in Mississippi, and an Ohio job-training nonprofit where leaders and

employees were later sentenced to prison after prosecutors said they used TANF money for vacations, real estate and
salaries

for people who didn’t work there.

'Both conservative and liberal groups—and repeated reports from the Government Accountability Office—say the
federal government hasn’t paid enough attention to how states use the money.

Last year, the GAO identified 37 states where recent audits found 162 deficiencies in financial oversight, “56 of which
were severe.” It criticized “opaque accounting practices” by many groups receiving TANF funds.

~ States often use TANF money as a “slush fund” to plug budget shortfalls and finance initiatives that don’t help poor
people, said Hayden Dublois.of the conservative Foundation for Government Accountability. He describes TANEF’s lack
of oversight as “fraud by design.” |

“There are very little, if any, safeguards,” said Dublois, who estimates 1 in 5 TANF dollars, or about $6 billion, is
pmisspent every year. i

Ann Flagg, the top TANF official under President Joe Biden, said she and other officials tried to rein in questionable
state spending through a proposed regulation change. :
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“Knowing that there were so many layers between the activity on the ground and the federal perch, there were many,
many instances, I am sure, that funds were used in crazy ways,” she said. L-

Trump has focused on fraud after a safety-net scandal in Minnesota, but those cases don’t invoi%*é._._,TANF, The most
prominent scandal involving TANF funds, at least $77 million, took place several years ago in Mississippi. The Trump.
administration in January signaled plans to extract a potentially hefty penalty from the state after earlier pausing a Biden

administration effort to do so.

Reinventing welfare

Today’s TANF program was created 30 years ago. The GOP of House Spea,ke_rlNem Gingrich pushed for the welfare
overhaul as part of the Republican “Contract with America.” Leaders of _b_bth_pa'rtin_as hailed the program as giving more
freedom to states. N ¥ ~
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President Bill Clinton praised it for “ending welfare as we know it.."-'.’.?_ S

States that receive TANF funds were given broad flexibility _td: disburse the money. Some observers point to successes,
primarily a dramatic drop in welfare rolls, though critics say that wasdriven partly by onerous work requirements and
not declining poverty rates.

TANF, overseen by the U.S. Department of Health and Human Services, supplies $16.5 billion a year from the federal
government, matched by about $15 billion in sfate funds. Nationwide, around 20% of impoverished families receive
cash assistance, according to recent analyses. Time-limited maximum monthly payments for a family of three ranged
from $204 in Arkansas to $1,370 in Minnesota in 2024. R

“The program has drifted away from 'ﬂfie:édre purposevaf éupporting families with very little income,” said Nick Gwyn,
who studies TANF for the left--leaning Center on Budget and Policy Priorities.

Audits and reports on the use ‘of TANF funds have been limited in scope, but they show state officials have often failed
to track where the money goes or whether it is spent properly.

A Louisiana audit in-2024 found that state employees didn’t verify or document the hours worked by some TANF
enrollees, a federal requirement. It was the 13th consecutive year that auditors had reported the same problem. The audit
also said the state hadn’t accurately documented TANF distributions to contractors.

Louisiana said it concurred with the findings and would step up compliance.

In Connecticut, auditors said the state in 2024 didn’t sufficiently review the financial reports of 131 subcontractors who
received $53.6 million in TANF funds, making it difficult to assess whether the money was being spent on “allowable
activities.”

Connecticut promised to verify that contractors met their obligations.

Oklahoma Republican state auditor Cindy Byrd said her agency’s audits have found weak or nonexistent documentation
showing how TANF funds have been spent.

The GAO recommended at least as early as 2012 that Congress tighten reporting requirements for TANF spending by
states, and called on HHS to increase program auditing. No legislation was passed.

In 2016, an HHS official testified before a House committee that limitations in federal law prevented the agency from
estimating improper TANF payments. “That doesn’t make any sense to me,” Republican Rep. Gary Palmer of Alabama
said at the time.

In a recent interview, Palmer said he supports mandating such reporting through legislation. “Just from fiscal
responsibility, we have an obligation to do this,” he said. Several Democrats have pushed for legislation to monitor

third-party TANF contractors.
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‘De facto violation’ |
Unlike with some other welfare programs, states don’t have to spend all their TANF money ina single year, and many
have built up large surpluses. In times of fiscal pressure, such as the 2007-09 recession, many states used TANF funds
for purposes that had little to do with the program’s original goals, said Robert Rector, a senior research fellow at the
conservative Heritage Foundation who helped draft the 1996 legislation that created the program.

He said as the number of welfare recipients dropped, states were supposed to direct_;-f_Liﬁds to help poor parents get jobs
and to strengthen families. Instead, states spent the money on unrelated programs;.and the federal government didn’t
intervene. / | Y
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‘Today all states are in de facto violation of the‘ law,” Rector said in an 1nterview.

Missouri set aside sewjreral million dollars in TANF funds annually in-;.rézi?_éilf years for its Alternatives to Abortion
program, state records show. For this fiscal year, the state says it allocated about $12 million in TANF funds to 10
providers, including eight antiabortion pregnanTi:y resource centers.

The program aligns with TANF’s aim of supporting needy farmlles sochﬂdxen can be cared for at home, a Missouri
state Department of Social Services spokeswoman said. During pregnancy and for a year after a child’s birth, low-
income parents can access services such as counseling and parental‘education and get help with basic needs.

Abortion—rights supporters say using TANF foriferwces limited to p'bor Missourians who commit to taking a pregnancy
to term is a misuse of, funds. LN |\ >

S:0m6 states spend large amounts of TANFdoHars gg—"éﬁﬂ'diﬁrelfare programs such as foster care, despite receiving
dedicated funding for them from other sources, Kathy Larin, a GAO director, testified to Congress in April 2025.

“States told us they use TANF because it’s more flexible and can cover costs not eligible” for reimbursement, she said.

_Texas used about $251 milli‘b}l- of its $884 million in TANF expenditures in fiscal year 2023 on child welfare and foster-
care services and payments, according to federal data. The state used just 1.9% of its TANF dollars on basic assistance
to needy families. Texas officials didn’t respond to requests for comment.
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Several states ha\}é}.’also used TANF money for programs available to people well above the poverty threshold.

Between 2011 and 2024, Michigan faced criticis:m for pumping more than $750 million in TANF funds into two college
scholarship programs that aided many students from middle-income and even affluent families, according to the
nonprofit Michigan League for Public Policy. |

The GOP’s 2025 tax-andspending megabill imposed various requirements on states’ spending of federal social- welfare
funds, including stricter verifications for SNAP and Medicaid recipients. But the legislation didn’t address TANF.

Last month, the administration said it was freezing about $10.6 billion in child-care and family-assistance grants, much
of it under TANF, to California, Colorado, Illinois, Minnesota and New York. The Democratic- led states sued, and a
federal judge temporarily blocked the administration’s effort. The federal agency that administers TANF declined to
comment, citing the pending litigation. |
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