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Walking a Tightrope Without a Net

Help Eludes Many Victims of the Current Recession

hese aredifficult timesfor Michigan. Our state's or healthinsurance. There has also been asharp
unemployment rate hasled the nation for much of increasein homeforeclosuresin the state during the
the past severa years, having gonefrom 3.1 percent past several years. Inthefirst quarter of 2008, one out
in October 2000 to 10.6 percent in December 2008.1 of every 153 householdsin Michiganfiledfor
(Fig1.) There have been massivejob lossesina foreclosure. Inthe Detroit metro area, thisratewas
number of sectors, particularly in manufacturing, oneout of every 68 households.*

resulting in many workerseither becoming
unemployed or havingto

takejobsthat pay far less
than what their families

need. Four out of thesix Unemployment Rate in Michigan 2000-2008
highest-employingjobsin

Fig.1

Michigan pay wagesthat 8.5 8.1%.4
will not lift afamily of four 32
out of poverty.2 :
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ficult economic conditions g 6.0
have had devastating con- & 55 /
sequences. Ten percent of g 5.0
al familiesinMichiganand 45
nearly oneout of every five 4.0 /
childrenwerein poverty in 35 ¢
2007, and many other 3.0 3-7°/o| | | | | | | |

familieswerein an econ-
omically precariousposition.®
(Fig. 2) Many struggling
familiescannot afford rent
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Source: Bureau of Labor Statistics

1U.S. Department of Labor Bureau of Labor Statistics

2 See Michigan League for Human Services, Labor Day Report: Economic Challenges Underscore Needs of Low-Income
Workers, October 2008

3 U.S. Census Bureau American Community Survey

4 RedltyTrac, U.S. Foreclosure Market Satistics by Sate - Q1 2008 (www.Realty Trac.com)
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Intheface of such
hardship, government has
aresponghility to provide
asafety net for itsmost
vulnerablecitizens, and to

Thelasttime
unemployment
wasin the double

make surethe safety net digits, the state
remainsstrong through was helping three
periodic adjustmentsand times as many
necessary policy s .
modifications. In familieswith casn
Michigan, however, years assistance asitis
of inaction, half-hearted today.

adjustmentsand

misguided policy changes

haveleft holesin the net through which anincreasing
number of familiesisfalling. Thelasttime
unemployment wasin thedoubledigits, for example,
the state was hel ping three timesas many familieswith
cash assistance asit istoday. Many familiesin poverty
areprohibited from receiving any cash assistanceat al,
because the program allows only the poorest of the
poor (those 44% or more below the poverty linein
2007) to bedligible. Thosewho do quaify areableto

buy far fewer of their necessitieswith their monthly
grant dueto inflation and thelow benefit amount.

This paper examines several programs serving poor
and low-incomeresidentsof Michigan. It showshow,
despite Michigan’sdire economic situation and the
increaseinfamily need, inflation combined with
government inaction and poor policy decisionshave
weakened the safety net. With theinfusion of federal
stimulusfunds, however, Michigan hasthe opportunity
to better meet the needs of struggling familiesand
individuas

The Family Independence
Program

The Family Independence Program (FIP) isthe
ongoing cash assistance (welfare) programin Michigan
for low-incomefamilieswho need hel pin meeting their
basi ¢ needs. Funded through the federal Temporary
Assistancefor Needy Families(TANF) block grant, it
replaced theAid to Familieswith Dependent Children
(AFDC) programin 1997
asthe safety net to help

Poverty Rates in Michigan 2000-2007

familieswho are experi-
encing economic hardship
dueto unemployment or
unexpected lifecircum-

Fig.2

Source: American Community Survey

?gcf’ I * stances. The process of
% T receiving FIP assistance
16% T A involvestwo state
14% ‘7/‘—‘/ ;‘/D———D'/D_ agencies: familiesin need
12% filetheir gpplicationswith
10% 1 D/D-/D:;’—‘/‘v_‘_ the Michigan Department
89 1 of Human Services
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o1 referred to thelocal
4 f’ 1 MichiganWorks! agencies
2% 71 for work readiness
0% screening and job search.
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recipientstowork upto 40
hours per week (as
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determined by their caseworker) in paid employment,
and provideswork supportssuch aschild careto help
fecilitatethis®

The Jobs, Education and Training (JET) program
replaced Work First in 2006 asthe program through
which cash assi stance reci pients meet their work
requirements. Thischangewasseenassignalingan
end, at least in name, to thelongstanding emphasison
job placement over kill building, and asarecognition
that alow-wagejob aonewill not enableaworker
without skillsto become self-sufficient. Michiganis
currently looking at waysto improve accessto skills
training by such adults.

How Income Eligibility and the Cash Assistance
Basic Grant are Determined

The Department of Human Services has established a
payment standard for familiesthat receive FIP ass stance.
(Fig. 3) The payment standard servestwo functions:

1) Itisthebasisfor determining whether afamily is
eigiblefor FIP. If afamily hasearningsfrom
employment, they may or may not bedligible
depending on their income. A portion of the
earningsisdisregarded; the earned income
disregard is$200 plus 20 percent of the
remainder of earnings. Theamount of earnings
left isdeducted from the payment standard; if
thereisno amount remaining, that family isnot
eligiblefor FIP. The payment standard combined
with the earned incomedisregard establishesa
maximumeligibleincome, whichin 2008 was
$814 for afamily of three. A family cannot have
acombined total of earningsand FIP grant that
exceedsthisamount.

2) Itisthebasisfor thegrant amount that afamily
receives asamonthly assistance payment. If a
family hasno earned income, it receivesthefull
amount. If thefamily hasearnings, the amount
remaining after application of the earned income
disregard iswhat thefamily will receiveasa
monthly cash assi stance benefit.

Fig.3
FIP Payment Standard in 2008

Effective 10/1/2008
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Source: Michigan Department of Human Services

The payment standard was determined by county of
residenceuntil 2006. During that year, the L egidature
voted to mergeall countiesinto one payment standard
($489for afamily of three), resultinginaraisefor
most, but not all, counties. The payment standard was
raised again by $3 per monthin 2008, to $492 a
maximum grant of for afamily of three. (In thispaper,
all payment standard figuresprior to 2006 are
represented by the Wayne County payment standard,
which was $459 per month for afamily of three.)

Because the monthly welfare benefit isnot decreased
dollar for dollar asearningsincrease, the earned
incomedisregard isan effectivework incentive. The
current disregard formulahas been in place for many
years. A more generousdisregard ($200 plus 50% of
theremainder) wasincludedinthe state’'sJET plan but
was never implemented dueto budget constraints.

The Erosion of the Cash Assistance Benefit and
Eligibility Level
In 1993, when Michigan’sfirst phase of welfare

reform took place, the payment standard was set at
$459 for afamily of threein Wayne County (the

5Thiswork requirement exceedsthefederal minimum, whichis 20 hoursfor a parent with children under 6 years of age, 30
hoursfor a parent whose children are all at |east 6 years of age, 35 hoursfor atwo-parent family not receiving federally
funded child care, and 55 hoursfor atwo-parent family who isreceiving federally funded child care.
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amount in placesince 1990 under AFDC).6 This
amount continued to be the payment standard until
2006, astherewasno adjustment for inflation
implemented during that time. Asaresult, with each
passing year afamily in economic hardshipwasable
to purchaselesswithits monthly assistance check
than afamily in similar circumstancestheyear before.
Moreover, because the payment standard determines
eligibility, familieshad to bein deeper hardship year to
year to even qualify for cash assistance. When
Michiganfinaly took actionin 2006 to modify the

payment standard, theresult was‘‘aday lateand a
dollar short” —most recipients’ benefitsincreased by
no more than $30 per month (depending on county of
residence) and avery large number of recipientsdid
not get anincreaseat all. 2008 saw adlight raise of $3
per month for afamily of three, bringing the payment
standard to $492 per month.

Theresult of theyearsof inaction, followed by two
inadequate adjustments, isthat cash assistance
recipients can purchase much lessthan they could

Fig. 4

The Failure of Michigan’s Cash Assistance Program to Keep Up with Inflation

(Family of Three)

Maximum Cash Assistance Income Eligibility Level
Monthly Grant (Combined Grant and Earnings)
Amount if Reduction of
Amount if adjusted for  Current Purchasing
Amount in  adjusted for Amount in inflation Year Power

Actual 1993 inflation each Actual 1993 each year  Percent of Since
Year |Amount Dollars' year since 1993 | Amount Dollarst  Since 1993 1993 Dollars 1993
1993 | $459 $459 *x $774 $774 o *x o
1994 | $459 $448 $471 $774 $755 $794 98% 2%
1995 | $459 $435 $484 $774 $734 $816 95% 5%
1996 | $459 $423 $498 $774 $713 $840 92% 8%
1997 | $459 $413 $510 $774 $697 $860 90% 10%
1998 | $459 $407 $518 $774 $686 $873 89% 11%
1999 | $459 $398 $529 $774 $671 $892 87% 13%
2000 | $459 $385 $547 $774 $649 $922 84% 16%
2001 | $459 $375 $563 $774 $632 $949 82% 18%
2002 | $459 $369 $571 $774 $622 $964 80% 20%
2003 | $459 $360 $584 $774 $608 $986 79% 21%
2004 | $459 $351 $600 $774 $592 $1,012 76% 24%
2005 | $459 $340 $620 $774 $573 $1,046 74% 26%
2006 | $489 $351 $640 $810 $581 $1,080 75% 25%
2007 | $489 $341 $659 $810 $565 $1,111 73% 27%
2008 | $492 $341 $670 $814 $554 $1,138 2% 28%
1 Values obtained through the Bureau of Labor Statistics' CPI Inflation Calculator
Prepared by the Michigan League for Human Services

6 Under FIP, the payment standards varied by county. Each of Michigan's 83 countiesfell into one of six ““ shelter areas”’;
Wayne County was in Shelter Area |V, and because it is the county with the highest cash assistance caseload, its payment
standard was the one generally used in FIP-related discussions and documents.
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several yearsago. In 1993, asingle mother with two for other needs), the grant amount for asimilar family
children would lose her benefitsif she had earned in 2008 coversonly 61 percent of rent costs. (Fig. 5)
income higher than $774 per month, but in 2008 that Parentswith extremely low earnings, or noneat all,
amount isequal to only $554 per monthin 1993 dollars areunlikely to be ableto find the money for the

(a28%lossin purchasing power). Had
the payment standard kept up with

inflation, asimilar family would be Many families
eligiblefor someleve of cash

; . , : whose purchasing
assistance until themother’searnings
reached $1,138 per month, and if the power would have
family had no earned incomeit would qualified themfor
receive abenefit of $670, not $492, per FIP assistancein
month. (Fig. 4) 1993 arebei ng
denied such

Perhapstheerosion of theFIPgrantis )
most stark when viewed in the context assistance now.
of housing costs. Whileinthe 1980s
themonthly AFDC grant for asingle
parent with two children equaled 110 percent of the FIPassistancei

Fair Market Rent for atwo-bedroom dwellingin assistance now.

remainder of the rent and may need to
put off paying other expensesin order
to do so. Conversely, had the FIPgrant
been adjusted for inflation each year,
the $670 monthly benefit would cover
83 percent of therental costs.

Asmorefamiliesfall below the
maximum eligibleincome, earning too
muchto beeligiblefor FIP assistance
yet not enough to meet their basic
needs, FIP becomeslessaccessible
each year. Many familieswhose
incomewould have qualified themfor
n 1993 are being denied such
Moreover, it cannot be assumed that

Wayne County (allowing the parent to pay her rent out employment providing anincomethat isbarely over
of her monthly benefit check and have money leftover thedigibility limit will continue. Theearningsof

— - - - - - — - - — "~ "~ — "~ — — —

Prepared by Michigan League for Human Services

Sources: U.S. Department of Housing and Urban Devel opment; Michigan Department of

Fig.5
Maximum 3 Person Cash Assistance Grant Compared to the
Fair Market Rent of a Two Bedroom Dwelling in Wayne County
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The FIP Grant, Eligibility Level, and Poverty Threshold

(Family of Three)

Fig.6 percent between 2000 and 2008.”
Yet Michigan's cash assistance
programwill not alow most poor
familiesto receiveamonthly FIP

benefit. In other words, afamily

ELiciBILITY LEVEL must be at or near *“deep’” or
“extreme”’ poverty (defined as
Poverty | FIPGrantas as% of | as% BELOW 50% below the poverty level) to
Threshold | % of Poverty Poverty Poverty even qualify for assistance. Thisis
Year | (Monthly) Threshold Threshold Threshold in contrast to 1993, when afamily
1993 $970 47% 80% 20% of threedid not loseitscash
1994 $995 46% 78% 22% assistance until itsearningswere
1995 $1,023 45% 76% 24% just 20 percent below the poverty
1996 $1,053 44% 73% 27% level, compared totoday’slimit of
1997 $1,078 43% 72% 28% 44 percent. (Fig. 6)
1998 $1,094 42% 71% 29%
1999 $1,119 41% 69% 31% A related problemisthe amount of
2000 $1,156 40% 67% 339 the monthly benefit for thefamilies
2001 $1.189 399 65% 359 that do qualify. A parentwhois
2002 $1.208 38% 64% 36% unal_aletofi ndaj ob_ and whose
2003 | $1.235 37% 63% 37% family dependsentirely on cash
2004 $1.268 36% 61% 39% assistance receives abenefit equal
2005 | $1311 35% 59% 41% toonly 34 percent of the poverty
2006 $1.354 36% 60% 40% threshold. (Bycon_trast,lr.11982,the
2007 $1,392 35% 58% 42% AFDC grant combi ne-d Wlt-h Food
’ Stampsbrought afamily without
2008 $1.446 34% 6% 44% earningsto 85% of the poverty
Sources: M1 Department of Human Services; American Community Survey threshold.) The gap between the
Prepared by Michigan L eague for Human Services maximum dligibility level andthe

recipientsand recent welfareleavers often comefrom
jobsthat are vulnerable to economic downturns such
asthe stateisexperiencing now, causing employersto
make short-term layoffs or to temporarily reducework
hours. Familieswhoseincomefluctuatesaround the
eligibility cutoff point often must reapply for assistance
or suffer sporadic reductionsin their weekly income.

Cash Assistance and Poverty in Michigan

Family poverty isrising at an alarming rate. In 2008,
19 percent of al Michigan childrenwerein poverty,
and the number of familiesin poverty increased by 32

poverty threshold will getlargerin
the absence of asignificant
increasein the payment standard. Asmoreworkers
experience underempl oyment, more of theworking
poor will fall into that gap. (Fig. 7)

As can be expected, the state’ sinaction on FIPhas
made alarge number of poor familiesineligiblefor any
cash assistanceat all. The U.S. Census Bureau
estimatesthat in 2007, approximately 257,488
Michigan familieswerein poverty; however, an
average of only 82,329 families each month (32% of
poor families) received cash assistancethat year.®

(Fig.8)

7U.S. Census Bureau, American Community Survey Multi-Year Profiles
8 FIPfigures used in this paper do not include Extended FIP (E-FIP), which allowsfamiliesto receive $10 per month in cash
assistance for six months after they become ineligible for FIP due to earnings.
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Fig.7
Gap Between the FIP Eligibility Level and
the Poverty Threshold
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Sources. Michigan Department of Human Services; American Community Survey
Prepared by Michigan L eague for Human Services

Onereason that many of theworking poor do not
qudify for FIPisthat since 1997 full-timeworkers
havebeen indligible dueto their income exceeding the
limit. (Fig. 9) Ironically, while statelaw requiresthat
FIPrecipientswork ** up to 40 hours per week,”
recipientscurrently losetheir benefitsif they work in
paid employment more than 25 hoursaweek ona
regular basis.

The number of permitted hoursisso low because
Michigan, toitscredit, raised itsminimumwagein
2006 to regainlost ground dueto the erosion of the

federal minimum wage. Raising the minimum wage
that year helped many low-wage workersand was
necessary and appropriate. Prior to theincrease, a
parent of two children working 40 hoursat minimum
wagewas at 32 percent below the poverty threshold,
asituationthat alarge number of Michigan residents
found unacceptable. Thefact that somefamiliesmay
have been madeineligiblefor benefitsdueto the
minimum wage increase must be blamed onthe
inadequate updating of the FIP payment standard, not
on theminimum wageincreaseitsalf.

Michigan League for Human Services
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Fig.8
Number of Poor Families Compared with Families Receiving FIP

275,000
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75,000 +———F——-——————
50,000 1{36% of 33;7; rof
25,000 Hil s Fomilics
0

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
—&—Families in Poverty 195,658|206,366|215,758|223,579|236,888|257,314|248,142(257,488
—1—FIP Cases (Calendar Yr Avg) |70,186|71,286|72,461|75,946|78,141|78,352| 82,685 82,329 | 70,738

Avg. Percent of Poor Families | 36% | 35% | 34% | 34% | 33% | 30% | 33% | 32%
Receiving FIP Each Month

Sources: Michigan Department of Human Services; American Community Survey
Prepared by Michigan League for Human Services

Fig.9
Minimum Wage and FIP Minimum Wage and FIP (cont’d.)
HoursAllowed HoursAllowed
to Work at to Work at
Minimum  Eligible  Minimum Wage Minimum  Eligible  Minimum Wage
Wage Income  While Receiving Wage Income  While Receiving
Year (per hour)  for FIP Benefits Year  (per hour)  for FIP Benefits
1993 $4.25 $774 40 2001 $5.15 $774 34.7
1994 $4.25 $774 40 2002 $5.15 $774 34.7
1995 $4.25 $774 40 2003 $5.15 $774 34.7
1996 $4.75 $774 37.6 2004 $5.15 $774 34.7
1997 $5.15 $774 34.7 2005 $5.15 $774 34.7
1998 $5.15 $774 34.7 2006 $6.95 $810 26.9
1999 $5.15 $774 34.7 2007 $7.15 $810 26.1
2000  $5.15 $774 34.7 2008 $7.40 $814 254
Prepared by Michigan L eague for Human Services

Michigan League for Human Services 8 Walking a Tightrope Without a Net



Despitetheincrease, however, afull-timejob at
minimumwagewill not bring afamily with children out
of poverty. (Fig. 10) Familieswho remain poor despite
working full time should not beindligiblefor somecash
assistanceto help them meet their daily needsand
secure economic stability. Updating the minimumwage
was an important step; Michigan now hasamoral
obligationto updateits FIPeligibility scale so that
working poor familiesdo not loseall of their cash
assistancewhen working just over 25 hours.

Comparison with Other States
Michigan'sédligibility level for cash assstance, in
additionto being far below thefederal poverty level, is

far lower than that of most other Midwestern states.
(Fig. 11) Nearly all other Midwestern stateshavea
maximum eligibility level that increases after thefirst
month of cash assistance, asanincentiveto work.
WhileMichigan’sleve forinitid eigibility isat the
median among the seven Midwestern states, itsceiling
for ongoing eligibility islower thanfive others (al with
maximum levelsof morethan $1,000). Infact,
Michigan’songoing maximumisthetwelfth-lowest in
the country, despitethefact that itscost of living is
higher than that of many other states. Moreover,
Michigan’slimit of allowed minimumwagehoursis
well below the other Midwestern states.

Fig. 10

The FIP Grant in Relation to Michigan's Minimum Wage
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Prepared by Michigan L eague for Human Services
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Fig. 11

Comparison of Michigan’s Cash Assistance Income Eligibility Level

with that of Other Midwestern States
(Family of Three)!

Allowable Monthly Income Allowable Monthly Income Maximum
for Initial Eligibility for Ongoing Eligibility Allowable
Hours at
Increased I ncreased Minimum
State Amount Since 2003? State Amount Since 2003? Wage
Minnesota $1,087 6% Minnesota $1,583 6% 40.0
Towa $1,061 no Illinois $1,185 no 35.3
Ohio $980 no Indiana $1,151 no 40.0
Michigan $814 5% Ohio $1,067 7% 33.7
Ilinois $486 no Towa $1,064 no 33.9
Indiana $378 no Michigan $814 5% 25.4
Note: Wisconsin is not included because eligibility is determined on a case-by-case basis by number of hours
worked and level of income.
1Except for Michigan, al stateinformationisfrom 2007.
Source: The Urban Institute, Welfare Rules Databook: State TANF Policies as of July 2007

The Recent Drop in the FIP Caseload

Whilein 2007 therewasamonthly average of 85,389
FIP cases, that number dropped sharply to 72,568
casesin 2008. Trendsin unemployment and poverty
suggest anincreaserather than adrop in family need.
Itislikely, then, that inadditiontothe overall erosion
of the payment standard that hasrequired familiesto
beincreasingly poor in order to qualify, threerecent
changesin FIP policiesand administrative practice
have contributed to the sudden decline.

First,in 2007, the Department of Human Services
implemented apolicy changethat requires FI P appli-
cantsto gototheir local Michigan Works! Agency for
work readiness screening and job search before their
cases can be opened. Prior to thischange, applicants
cases were opened by the department beforethey
went to the one-stop center, and the change may be
posing abarrier to some applicantswho are not work
ready or who havedifficulty making anincreased
number of tripsin order to apply for assistance (dueto
child care, transportation difficulties, etc.).

A second policy changethat haslikely affected FIP
casel oadsisthe new federal ““ citizen documentation”
requirement for Medicaid, under which applicants
must provetheir citizenship by providing apassport or
birth certificate, along with adriver’slicenseor other
state ID, beforereceiving assistance. Although thisis
not afederal requirement for cash assistance, the
Department of Human Services has begun requiring
FIP applicantsto providesimilar documentation asa
prerequisiteto opening their cases. Thishascertainly
posed difficulty for alarge number of applicants. Ata
cost of morethan $100, apassportisunlikely to be
possessed by aparent poor enoughto qualify for FIP,
and abirth certificateisoften difficult and costly to
obtain. Thisnew requirement further inhibits many
otherwisedigiblefamiliesfromreceiving FIP.

A thirdlikely factor inthe FI P casel oad declineisthe
increased use of employment-rel ated sanctionsthat
resultin caseclosure. (Fig. 12) Whilein 2006 there
were 12,441 cases closed dueto such sanctions, by
2008 that number had nearly doubled. This
corresponded to the enactment of legidationinlate

Michigan League for Human Services
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Number of Families with Cases Closed Due to
Employment-Related Sanctions

Fig. 12
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Source: Michigan Department of Human Services

2006 that increased penaltiesfor, among other things,
“failing to participatein Work First activities.”® The
declineinthejobsavailableto FIPrecipientshaslikely
also contributed to therisein closuresdueto
employment-related sanctions, especialy for parents
who havetransportation difficultiesthat prevent them
from going outsidetheir communitiesto find work.
Moreover, thetimeinwhich sanctionsareimposed
countsagainst therecipient’'s48-month lifetimelimit,
which may prevent many eligiblefamiliesfrom being
abletoreturnto FIPat alater timeif circumstances
again becomedifficult (i.e. recipientswhoreceivea
12-month sanction, but would have had their cases
closed due to employment earningsbeforethe
completion of those 12 months, still havethose months
counted against their lifetimelimit).

Thenew policy, whichtook effectinApril 2007,
imposes sanctionsasfollows:*®

* Firstinstance of non-compliance: 90 day
sanction

* Second instance of non-compliance: 90 day
sanction

* Thirdinstance of non-compliance: 12 month
sanction

Thewisdom of stricter employment-related sanctions
isquestionablewhen Michigan’sjob shortageisthe
worst inthe nation. Whilethereiscertainly arolefor
punitivework incentivesin any welfare program, the
new sanction policy appearsto be unnecessarily
severe. A comparison with other Midwestern states
sanction policies showsthat Michigan’ssanctionsgo
much further than others. (Fig. 13)

Whileitisdifficult to determinethe extent that the
new work orientation, citizen documentation, and
sanction policies have kept or pushed familiesoff of
FIP, onethingisclear: Thisisthewrongtimefor

““Work First’” wasthe name of the FIPwelfare-to-work program prior to itsbeing renamed ** Jobs, Education and Training

(ET).”

10 sanctions can be avoided if the recipient meets with the caseworker within 10 days of the determination that a sanction be

imposed.
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Fig. 13

Sanction Policies for Noncompliance with Work Requirements

for Single-Parent Head of Unit, July 2007

Initial Sanction: Most Severe Sanction:
Length of Sanction Length of Sanction
Reduction in Benefit (months) Reduction in Benefit (months)
[llinois 50% (ineligibleif Until compliance Entire benefit 3 months +
longer than 3 mos.)
Indiana Adult portion of Until compliance or Case is closed Until compliance
benefit 2 mos. (whichever is shorter)
lowa Entire benefit Must reapply Entire benefit 6 months +
Michigan Case is closed 3 months Case is closed 12 months
Minnesota 10% of the standard 1 month + Case is closed 1 month +
Ohio Entire benefit 1 month + Entire benefit 6 months +
Wisconsin Minimum wage Until compliance Entire benefit Permanently
times the hours of ineligible in the specific
nonparticipation component that was
violated.*

+ The unit is sanctioned for the specified number of months or until the sanctioned individual complies with the activity
requirements, whichever islonger.

* Thereisno permanent sanction for individual s in Unsubsidized Employment

Source: The Urban Institute, Welfare Rules Databook: State TANF Policies as of July 2007

Michigan to put unnecessary obstaclesintheway of caseload fell tojust over 72,000in 2000 and hashad a

vulnerablefamiliesin direneed. monthly average of under 80,000 for most of theyears
since. Whileunemployment inthemiddleand late

A Historical Look at Cash Assistancein 1980swasaat or below current unemployment rates,

Michigan during that timethe cash

Examining the cash assi stance casel oad , assistance program served nearly

over time showsthat cases are at their Asthe state's threetimesthe number of families

lowest in 30years. (Fig. 14) Throughout economy went sour | thatitservestoday.

the 1980s and thefirst half of the 1990s, in the beginning of

Michigan'sAidto FamilieswithDependent | 1 decade and has | 1 casstoad dedineduring

Children (AFDC) casel oad was above . the 1990s when Michigan's
200,000. Following Michigan swelfare gotten progressively | economy flourished, hasbeen

reform of the mid 1990s, casel oadsbegan worse, FIP has hailed asapositiveachievement,
to drop. Thisdrop was accel erated by the failed to keep up azrh:jntthe g\é??ag]ng:ﬁ;géhe
1996 passageof thelegisiationinCongress | \yith theincreasing Feci ien?gwith o imeorre, But
that replaced the AFDC entitlement need pientswi :
program with the TANF block grant. The ' asthestatistics show, thesetrends
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Fig. 14
Cash Assistance and Food Assistance Households
in Michigan 1979-2008
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have masked asignificant weakening of the cash tended to increase when unemployment was high, and
assistance saf ety net. Asthe state’s economy went they would decrease asthe economy recovered. After
sour inthe beginning of this decade and has gotten 2000, however, Food Assistance casesrosewhile
progressively worse, FIP hasfailed to keep upwith those of FIPremained generaly flat.
theincreasing need. Thishasresulted inthe shameful
Situation we havetoday, in which many poor families Comparing thetwo trendlinesreveal stwo things: the
are unableto meet many of their basic needsyet are increasing need in Michigan and thedisparity inthe
without accessto cash assistance. It isimperative that effectiveness of thetwo programsin reaching their
the state act decisively to makeitswelfare system intended populations. There has been much outreach
moreresponsiveto Michigan'sstruggling families. done by state agenciesand community programs
(such asfood pantries) to encourage qualified families
to apply for Food Assistance, and there has not been
The Food Assistance comparable outreach on behalf of FIP. Thepushto
enroll eligiblefamiliesin Food Assistanceis
Program understandable; those dollarsarefederal dollarsthat

serveasastimulusto local economies, while cash

assi stance dollars must come out of alimited pot of
money (the $775 million annual TANF block grant plus
a80% state match) that isalso needed to fund support
servicesand other programs.

Food Assistance, formerly known as Food Stamps, is
availabletoindividualsand familieswith income under
130 percent of thefederal poverty threshold. As
shownin Figure 14, the Food A ssistance Program has
seen aconsistent and sharp increasein its casel oad
since 2000 (thisisconcurrent with national trends).
Prior to that year, the ebbs and flows of the program
were similar to that of cash assistance; casel oads

The need for strengthening the FIP program has been
discussed earlier in thispaper, but theincreasein Food
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Assistanceisavery positivetrend. Figure 15 shows
the decreasing gap since 2001 between the number of
Michigan residentsin poverty and the number
receiving Food Assistance. The State of Michigan
should continueitseffortsto enroll eigiblefamiliesin
Food Assistance.

Child Care

One of the key barriersto employment for many

single parentsistheavailability and affordability of
safechild care. Lack of suitable child careisoftenthe
cited reason for unemployment among FI P recipients.
Child carefor young children costs more than $500
per child per monthin many counties, andin high-
expense counties such as Washtenaw and Oakland,
over $700 per month.* Michigan’sChild
Development and Care (CDC) subsidy alleviates
some of thiscost for working parentswho receive

FIP, and in some cases, for other low-income parents
including those who haveleft the FIP. Funded through
both federal and statedollars, itisanindispensable
work support for low-incomefamilies.

Recipientsof child day caresubsidiesfall into three
eligibility groups. Group | (familiesreceiving protective
and preventive services, licensed foster parents, and
FIPfamiliesexempted from work) and Group 11 (all
FIPand Food Assi stance reci pientswho need child
carefor employment and work participation) are
categoricaly eligibleand receiveafull child care
subsidy of up to 100 percent of the established
maximum. Group I11 (low-incomefamilieswho arenot
included inthe other two groups, including former FIP
recipients) aredligibleif theirincomefalsbelow
specified levels. They do not receivethe maximum
subsidy rate, but receive assistance based on adiding
scale—an amount ranging from 70 percent to 95
percent based on thefamily’sincome. Group 111 isthe

Percentage of Michigan's Population in Poverty and
Receiving Food Assistance

Fig. 15
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The Child Care Subsidy and Average Weekly
Child Care Cost (Family and Group Homes)
Wayne County, 2008

Fig. 16
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largest of the groups, comprising approximately three-
fourthsof CDC familiesin agiven month.

Unfortunately, theamount of the child
caresubsidy, liketheamount of the
FIP payment standard, hasgonefor
too long without adjustment for
inflation, and the eventual increase
wasinsubstantial . From 1995 through
2007, the maximum subsidy rate was
$2.00 per child per hour inafamily or
group homeand $1.88 per child per
hour in arelative home. Theserates
wereraised dightly in 2008 ($2.03
and $1.91 respectively) and 2009
($2.08 and $1.95)—in short, araise of
only 8 centsin 14 years. Asingle

parent with two childrenworking full-timeat minimum
wage receives 95 percent of the subsidy, or $1.98 per

16, thisreimbursement ratefallsfar short of the actua

weekly cost of child care.

Michigan’schild
care subsidy for
working poor
parents has
increased by only
8 cents an hour in
14 years.

hour ($89 per week for 45 hours). Asshownin Figure

Having low reimbursement rates
discourages providersfrom providing care
to poor and low-incomefamilieswho need
child care. In addition, theway the
reilmbursement rateis cal culated isnot
concurrent with how many day care
providersset their rates. Whilethe subsidy
isdetermined on an hourly basis, many
providerscharge on aweekly, full-day or
half-day basis. Thismay further
discourage providersfrom accepting
children of CDC-subsidized familiesand,
becausein somesituationsfamiliesmay
need to pay for hoursthey don’t actually

use, can further erode the percentage of the child care
coststhat the subsidy covers.

Michigan League for Human Services
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For workerswho must drivealong way to child care
and/or their jobs, the percentage has been further
eroded by apolicy enacted in 2008 that reduced the
maximum number of child care hourscovered from
100 hoursevery two weeksto 90 hours. For aparent
working five eight-hour daysper week, thismeans
that any driving time beyond fifteen minutes each way
to and fromwork and child careisnot covered by the
child care subsidy. (The maximumwasloweredin
order to accomodate budget constraints, not dueto a
perception that poor familiesgenerally spend ahalf
hour or lessper day driving towork.)

Oneindicator that the child care subsidy isnot
adequately responding to actual needisthefact that
whileapplicationsfor the subsidy have declined only
dightly inthe past several years, the number of
children served hasdropped substantially. The number
of children coveredin 2008 is 20 percent lower than
the number in 2003, while applicationshave only
decreased by 3 percent. (Fig. 17)

General Assistance

In 1991, Michigan eliminated its General Assistance
(GA) program, acash assistance program that
provided aid to adultswithout dependent childrenwho
werenot eligiblefor any other form of state or federal
cash assistance. During March of that year, the GA
population was 106,000 and the program provided
beneficiarieswith amaximum grant of approximately
$240 per month. (Fig. 18)

Theimpact of the program’ stermination was
immediately apparent. Newspaper articlesreported
that several adultsdied dueto lack of medicine, heat
or other necessities, and the demand for spacein
Detroit homeless shelters morethan doubled. While
some recipientswere ableto go into other programs
(such asdisability), most otherswerenot. ““ Able
bodied” clearly did not equateto ** employable” .
Morethan half of those terminated were unableto
find work within two years.*?

Despitethefact that hardship hasincreased

Fig. 17

Children in Subsidized Child Care,
2003 and 2008 (Monthly Average)
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greatly sincethe end of the 1990s, Michigan
has not put in place acash assistance program
for single, non-disabled adults. With the scarcity
of availablejobsin many partsof the state, and
with several recent newspaper articlesonce
again reporting deaths dueto homelessnessand
lack of heat, perhapsnow isagood timetore-
examinethe safety net optionsfor this

population.

State Emergency Relief

Oneimportant component of astate safety net
isan emergency programto help familiesand
individualswho arein ashort-term difficult
Situation and do not expect to need ongoing
cash assistance. In Michigan, theprogramis
State Emergency Relief (SER). Itisfunded
with both federal TANF funds (to serve TANF-
eligible cases) and statefunds (to assist

2 Danziger, Sandraand Sherrie Kossoudji, ** When Welfare Ends: Subsistence Strategies of Former General Assistance
Recipients,” Final Report of the General Assistance Project, February 1995.
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Fig. 18

General Assistance in Michigan, 1981-1991
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childlessadultsand othersindigiblefor TANF). SER
coverssome burialsaswell asemergency needs.

SER replaced the Emergency Needs Program (ENP)

casel oad has stayed at or below its 1992 levelsduring
every subsequent year save one, despitetherising
need inrecent years. Therewere 3,205 casesin
2008, with expendituresof $12.4 million. (Fig. 19)

inFiscal Year 1992, the sameyear
that GA wasterminated. The

Onereason for thelow numbers of
emergency relief casesislikely that
thedtrict criteriafor eigibility makeit
difficult for familiesandindividualsin
crisisto qualify. The State Emergency
Relief Manual of the Department of
Human Servicesstatesthat *“ good
causefor failureto meet obligations
for shelter, energy, or utilitiesexistsif
the SER group’snet countableincome
from all sourcesduring each month
thegroup failed to pay shelter/energy/

distinctivefeatures of SER werethe

much morestrict rulesfor receiving Michigan's

hep thediminaionof artan averagemonthly
services, lower it maximums,

and imposed or increased co-payment SER caseload has
amountsfor thosereceiving stayed at or below
assistance. Thisprogram changewas its 1992 levels
part of an effort to reduce state .

spending on emergency needs, with duri ngevery
funding dropping from $39.5millionin subsequent year
Fiscal Year 1991 to$7.1 millionthe save one.

following year—an 82 percent

utility obligationswaslessthanthe

decrease. Not surprisingly,
emergency needs casesdropped 75
percent during those two years, despite thefact that
Michigan’sunemployment rate was over 9 percent
during both years. Michigan’saverage monthly SER

amount shown for the SER group size
inthe‘good cause' table.”” 2 (Fig. 20)

According tothetable, asingle parent with two
children must havetotal household income bel ow $255

13 Michigan Department of Human Services, Sate Emergency Relief Manual, ERM 204, April 2008.

Michigan League for Human Services 17

Walking a Tightrope Without a Net



for themonth (thisamount equalsroughly 8
hours of work per week at minimum wage
beforetaxes). In other words, afamily must be
inadangeroudly desperate situation before
qualifying for emergency needs assistance. Yet

withrising fuel, energy and health care costs 1 $225
and increasing unemployment and 2 $240
underemployment, thereare many familieswho 3 $255
face serious criseswho arenot eligiblefor 4 $270
SER. An effective emergency needsprogram 5 $285
would enablefamiliesto receive one-time 6 $300

assistanceto avoidfallinginto adisastrous
situation or having to go onto longer-term cash
assistance, rather than only hel ping those

already in deep poverty.

Fig.19
Emergency Needs/State Emergency Relief (SER),
Average Monthly Cases 1981-2008
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Fig.20

Good Cause Determination Table

SER Group Size Good Cause Amount

Groups larger than 6 persons: Add $15 for each
additional person to the “*group size 6°* amount
shown in the table.

Source: Michigan Department of Human Services
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Conclusion

Michigan has had to contend with astructural budget
deficit for severa yearsduetoill-advised tax decisions
put into place when the economy wasthriving, along
with an antiquated tax structure. Itiswrong for the
state to addressthe deficit by cutting away at its
safety net when times are bad, and when the safety
netismost crucial.** Such cutsto the safety net
jeopardize thewell-being of the most vulnerable of
Michigan’sresidents. Further, the safety net should
protect many middle-classworking families, for whom
onelayoff or health crisis can begin adownward spiral
towardfinancial disaster.

Intheearly 1990s, the state addressed its budget
problemsby eliminating cash assistancefor childless
adultsand makingit difficult for individualsand
familiesin crisisto access emergency assi stance. For
morethan 18 yearssince, it put off updating itscash
assistance safety net for families. Thisset the bar of
eigibility lower and lower each year so that by 2008, a
family had to have anincomelessthan 44 percent
below the poverty lineto qudify.

Michigan ispoised to receive an unprecedented
amount of federal aid asthe American Recovery and
Reinvestment Act isimplemented. Thesefundscan
helptoforestall further cutsin critical safety net
programsand may makeit possibleto extend helpto
additiona familiesand individualssuffering hardshipin
the current economic environment. Withthis
opportunity, Michigan must stop alowing itssafety net
to erode through inaction and counterproductive
policies, and step up with bold policy decisionsthat will
restore both its budget and its safety net.

14 In December 2008, Michigan lost 59,000 jobs (about onein every 10 jobslost nationwide) as the economy went into a deep
recession; during the same month, an Executive Order reduced FIP spending by $23 million to reflect smaller casel oads.
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