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Walking a Tightrope Without a Net

Help Eludes Many Victims of the Current Recession

Executive Summary

hesearedifficult timesfor Michigan. Our state’'s

unemployment rate hasled the nation for much of
the past severa years, with massivejob lossesina
number of sectors. Ten percent of all familiesin
Michigan and nearly one out of every fivechildren are
in poverty, and many other familiesareinan
economically precariousposition.! Many families
cannot afford rent or health insurance, and there has
been asharp increasein homeforeclosuresduring the
past several years.

Intheface of such hardship, the state hasa
responsibility to provide asafety net for itsmost
vulnerable citizens, and to make surethe net remains
strong by making necessary adjustmentsand policy
modifications. In Michigan, however, yearsof inaction,
half-hearted adjustments and misguided policy changes
haveleft holesin the net through which anincreasing
number of familiesarefaling. Thelasttime
unemployment wasin the doubledigits, the statewas
hel ping threetimesasmany familieswith cash
assistanceasitistoday.

From 1993 to the present, the maximum monthly cash
assistance benefit for afamily of three hasbeen
increased by only $33 per month, from $459 to $492,
with thefirst increase not taking place until 2006.
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Becausetheincreasefallsfar short of inflation, each
year afamily hasbeen ableto purchaselesswithits
monthly benefit than the year before, and familieshave
had to bein deeper hardship each year to bedligible.
Whilein 1993 asingle mother with two children would
lose her benefitsif she had earned income higher than
$774 per month, today theamount isequal to only $554
per monthin 1993 dollars (a28 percent lossin
purchasing power). Had the payment standard kept up
withinflation, asmilar family today would bedigible
for benefitsuntil earningsreached $1,138 per month; if
thefamily had no earned income, it would receivea
benefit of $670, not $492, per month.

Family poverty isrising at an dlarming rate, yet
Michigan’scash assistance program allowsonly
familiesat morethan 44 percent below poverty level to
receiveamonthly benefit. Thisisin contrast to 1993,
when afamily of threedid not loseits cash assistance
until itsearnings put it lessthan 20 percent bel ow the
poverty threshold. A rel ated problem isthe amount of
themonthly benefit for thefamiliesthat do qualify; a
parent who isunableto find ajob and whosefamily
dependsentirely upon cash assistance gets a benefit
equal to only 34 percent of the poverty threshold. In
addition to being far below thefederal poverty level,
Michigan’scash assistancedigibility level isfar lower
than that of most other Midwestern states.
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As can be expected, the state’sinaction on FIPhas
made alarge number of poor familiesindligiblefor any
cashassistanceat al. In 2007, approximately 257,488
Michigan familieswerein poverty; however, an
average of only 82,329 familieseach month (32
percent of poor families) received cash assistance that
year.

Despitethetrendsin unemployment and poverty, the
number of FIP casesdropped sharply from an average
of 85,389 cases per monthin 2007 to 72,568 cases per
monthin 2008. Clearly, the erosion of the payment
standard has contributed to the general decrease over
time, but the most recent drop can likely be attributed
to threerecent changesin FIP policy: 1) thenew
DHS policy that requires FIP applicantsto go to their
local Michigan Works! Agency for work readiness
screening and job search beforetheir cases can be
opened, 2) the new requirement that applicants prove
their citizenship by providing apassport or birth
certificate, dlong with adriver’slicense or other state
ID, beforereceiving assistance, and 3) theincreased
use of employment-related sanctionsthat resultin
caseclosure. Whileitisdifficult to know the extent to
which these policies have pushed or kept families of f
cash assistance, thisisclearly thewrong timefor
Michigan to put up unnecessary obstaclesthat prevent
itsmost vulnerablefamiliesfrom receivingthe help
they need.

The FI P casel oad decline during the 1990s, when
Michigan’seconomy flourished, hasbeen hailed asa
positive achievement, ashasthe overall increaseinthe
percentage of cash assistance reci pientswith earned
income. But asthe statistics show, thesetrends have
masked asignificant weakening of the cash assistance
safety net. Asthe state’s economy went sour inthe
beginning of thisdecade and has gotten progressively
worse, FIPhasfailed to keep up with theincreasing
need. Thishasresulted in the shameful situationwe
havetoday, in which many poor familiesare unableto
meet many of their basic needsyet are without access
to cash assistance. It isimperativethat the state act
decisively to makeitswelfare system moreresponsive
to Michigan'sstruggling families.

In addition to the FIP erosion, other safety net
programs have been eliminated or weakened. Those
include:
* The General Assistancegrant, which covered
rent for the otherwise homel ess population,
waseliminatedin 1991;

* TheMichigan child caresubsidy, to help
providechild carefor working poor parents,
has been increased by only 8 centsan hour in
14 years, and

» Statefunding for emergency needswas
dlashed in 1992, and today coverslessthana
quarter of familiesthanit didin 1990.
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