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Introduction

The Supplemental Nutrition Assistance Program (SNAP) and the Childcare and Parent
Services (CAPS) program act as safety nets for many hardworking Georgians by providing
a line of defense against poverty, fulfilling basic needs and encouraging economic
mobility. Specifically, these supports are essential for helping parents with young children
find jobs, remain employed longer and keep food on the table. As a result, children grow
up in economically secure households, have fewer disruptions in their education and
experience better health. Yet too many working families are unable to maximize the full
potential that the safety net can offer, especially in Georgia. Due to harsh eligibility rules,

participants are often cut off from the programs
once they begin to see slightly modest
increases in earnings, choose to pursue a
postsecondary education or fail to meet difficult
reporting requirements. This cut off, commonly
known as the ‘cliff effect’?, sets families back on
their path to self-sufficiency.

By eliminating crucial resources, the cliff effect
guarantees that pay raises do not always equal
improvements in financial security. Despite their
effectiveness, safety net programs can be
improved so that hardworking parents are not
forced to choose between upward mobility and
keeping critical assistance that benefits the
entire family. Declining opportunities to move up
the economic ladder can keep parents from
improving their family’s long-term prosperity and
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Cliff Effects mean that modest
increases in income or
disruptions in work can lead to
the loss of public assistance,
which can set families back
financially

Supplemental Nutrition
Assistance Program (SNAP)
Provides monthly food
assistance to families

The Childcare and Parents
Services Program (CAPS)
uses federal funding to
subsidize child care for working
families
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contributing to the state’s economy by limiting the ability of more Georgians to become
financially secure.

Programs such as SNAP and CAPS provide much-needed resources to families while also
encouraging parents to work. This policy report highlights the effects of work support
programs on Georgians who earn low incomes while illuminating the difficult choices
working parents need to make due to counterproductive program rules. In addition, this
report proposes policy changes that can help Georgians mitigate the cliff effect by
ensuring they can support their family in the short-term while building a more financially
secure life for the long-term.

The goals of all safety net programs are the same: encourage work, promote family
economic security and well-being, and eliminate poverty. To ensure programs achieve
those goals, Georgia lawmakers should look to make program improvements by
considering the following recommendations:

e Streamline public assistance program reporting requirements

e Raise SNAP’s categorical eligibility gross income limit from 130 percent to 200 percent
of federal poverty guidelines

e Help families avoid cliffs by raising the initial income limits for entering the child care
subsidy program

¢ Implement transitional child care assistance for parents who are unable to meet work
requirements or exceed income limits

o Extend eligibility for child care subsidies to 4-year college students
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What it Takes to be Self-Sufficient in Georgia

Georgia’s story is no different than that of many other states, especially those across the
South. A staggering 3.6 million Georgians live below 200 percent of the federal poverty
level or make $24,000 a year or less. Safety net programs are particularly crucial for
Georgians of color who also disproportionately live in poverty. About 1 in 4 Latino and
black Georgians live below the poverty line or make $25,100 a year for a family of four.?

Poverty Rates in Georgia, by Race, 2017
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Source: GBPI analysis of 2017 American Community Survey 5-year estimates

In Georgia, a typical household with one adult, one child needs about $50,000 a year
(2,080 hours for a full-time worker) to cover basic expenses. This is also known as the
living wage standard for the state. This measure in Georgia was developed by the
Massachusetts Institute of Technology (MIT) and defines the amount of income (including
taxes) needed to meet basic needs without public subsidies (e.g. food stamps or child
care). The standard is higher than actual hourly wages earned by workers across the
state. For example, Forsyth County has an annual living wage of $52,000, while McDuffie
County’s living wage is roughly $48,000. In both counties the living wage exceeds the
actual median wages of workers.?
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Georgia’s Workers Not Meeting Self-Sufficiency

The hourly living wage required to afford basic needs in Georgia is $24.14 per hour. This is more
than triple the federal minimum wage of $7.25 per hour, four times the state’s minimum wage of
$5.15 per hour, and higher than the state’s median hourly wage of $16.85.

Hourly Wage

required for self-
-T7 $24.00/hr #25.00/h su?ficiency
$23.00/hr :
Actual Median

- $16.85/hr $18.00/hr hourly wage

$12.98/hr

Federal Minimum
wage: $7.25

State of Georgia

$5.15/hr $5.15/hr $5.15/hr Minimum Wage

McDuffie County State of Georgia Forsyth County
GEORGIA BUDGET & POLICY INSTITUTE ‘ GBPI.org

Source: GBPI analysis of 2017 MIT Living Wage Calculator and Bureau of Labor Statistics
May 2017 Occupational Employment Statistics

The Safety Net is Powerful Policy

The high costs of child care, poor transportation options and the lack of jobs that pay
sufficient wages are barriers to economic opportunity in Georgia. Safety net programs
bridge the gap between the rising costs of basic needs and the low wages of workers.
Designed to encourage work and upward mobility, these programs lifted millions of
Georgians out of poverty in the last decade.*

Low wages do not provide enough income for families to fully participate in today’s
economy and achieve self-sufficiency. A single parent of one who earns a minimum

wage of $7.25 per hour would spend a quarter of their paycheck on food alone every
month. Even for parents earning slightly more than minimum wage, safety net programs
play a critical role in helping them provide for their families. The table below demonstrates
the important boost that food assistance, child care subsidies and tax credits play in
helping Georgia families reach self-sufficiency and afford basic needs for a single parent
with one infant.
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Measuring the Impact of the Safety Net on Georgia Families

Georgia single parent, Employment Employment PLUS Employment PLUS
one infant alone benefits benefits

full time worker Tax Credits Tax Credits, SNAP,

earning $10/hour Child Care Subsidy

Annual Resources* when working full time at $10/hour

Earnings $20,800 $20,800 $20,800
Federal EITC 0 $5,616 $5,616
Federal Child 0 $2,000 $2,000
Tax Credit

SNAP 0 0 $6,060
CAPS 0 0 $9,050
Total Resources $20,800 $28,416 $43,526

Annual Expenses* with one infant

Housing $8,968 $8,968 $8,968
Food $6,708 $6,708 $648
Child care $10,176 $10,176 $1,056
Healthcare $6,768 $6,768 $6,768
Transportation $3,336 $3,336 $3,336
Other necessities $3,588 $3,588 $3,588
Net Taxes $7,284 $7,284 $7,284
Total Expenses $46,828 $46,828 $31,648

Net Resources

-$26,028 -$18,412 $11,878

*Note: Annual resources: Gross annual earnings based on full-time work for $10/hour, Federal
EITC and Child Tax Credit amounts based on IRS rules for one parent, one dependent®, SNAP
amount based on USDA benefit calculation for two-person household®, and CAPS amount based
on value for one infant in care receiving quality rated discount’; Annual expenses are based on
Self-Sufficiency Standard for Georgia.®

Thoughtful Analysis, Responsible Policy

GBPl.org | 404.420.1324

50 Hurt Plaza SE, Ste 720, Atlanta, GA 30303

Low Wages and Steep Cliffs
February 2019
Page 5



15 FORWARD

GQGBPI POLICY REPORT

o Georgia Budget & Policy Institute

Consequences of Cliffs in Georgia’s Safety Net Programs

Safety net programs that have income thresholds or work activity requirements are well
known for the cliff effect. When an individual abruptly loses their assistance because of
changes in income or work activities, it causes major disruptions to economic mobility,
often by forcing individuals to turn down pay raises or opportunities to pursue higher
education. The general income eligibility requirements for safety net programs are well
below 200 percent of the federal poverty line. Some programs include rules to ensure that
benefits smoothly phase out over time with increases in income. Despite the phase-out,
the abrupt loss of supports at income levels less than Georgia’s living wage standard of
$50,000 a year can throw up a major hurdle for Georgians working hard to move up the
economic ladder.

The figure below illustrates the cliff effect when examining two of Georgia’s key safety net
programs, SNAP and CAPS, for a single parent using infant care and who works full-time
with low wages. Although steadily earning more, due to the steep cliffs, this parent is
worse off when she/he experiences a small raise.

Georgia’s SNAP and Child Care Cliffs are Steep for
Hardworking Georgians

$4,108

$20.00/
hour

$3,196

$23.00/
hour

$2,037
$1,776

$9.25/
hour $10.25/
hour

Total Monthly Resources (Income and SNAP)  Total Monthly Resources (Income and CAPS)

B Net monthly resources with assistance B Net monthly resources without assistance

GEORGIA BUDGET & POLICY INSTITUTE Wy GBPl.org
Source: GBPI analysis of benefit amount changes based on 2019 program rules for a household with
one full-time worker, one infant
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Food Assistance (SNAP)

The first major loss of net resources for this Georgia family happens quickly when income
increases from $9.25 to $10.25 an hour. The loss of SNAP results in a $261 loss of net
monthly resources. The loss in food assistance requires income between $13.25 and
$15.25 to cover the loss in resources. While this seems small, SNAP is a proven tool to
help individuals and families mitigate food insecurity. The abrupt loss of food assistance is
particularly harmful for low-income parents who already cope with little to no supplemental
income and makes way for life-threatening health conditions and poorer education
outcomes for children and families.®

Child Care (CAPS)

The most dramatic effect occurs with child care assistance which is lost when the annual
salary tops out at Georgia’s cliff of $42,311 annually for a single parent of one, roughly
$21-$22 per hour and 85 percent of Georgia’s federal maximum allowed income limit. ™
This results in an alarming loss of nearly $912 in net monthly resources. Additionally, the
loss of child care subsidies curtails opportunities to improve family economic security by
forcing low- and moderate-income individuals to foot the full bill of expensive care.

Working Hard Not Good Enough

Several studies argue that the cliff effect reinforces a culture of dependency on the safety
net by discouraging work, but there is an abundance of research that suggests unfair rules
are much more likely to hurt a parent’s ability to navigate the labor market and find quality,
family-supporting work."

For example, when a parent loses their job or is unable to meet work or education
requirements for child care subsidies, they risk losing assistance completely unless they
re-enter the workforce or a training program within a short amount of time (13 weeks
according to Georgia’s subsidy policy)." The figure below shows that even when the
parent resumes employment at their previous wage level, they are unable to access care
because the rules have changed. They now make slightly more than Georgia’s very low
initial income threshold of $24,889."
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Loss of a Job Means Loss of Child Care

$3,500 |_|
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22,500 M Value of child care subsidy

$2,000 B Value of Wages (Monthly)
$0 in [ Lost child care subsidy
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for 13

$1,000 weeks

S500
S0 % : : O %
125% of  150% of  175% of Separation 175% of  200% of
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Georgia requires that parents experiencing separation from employment or training
programs report their circumstances immediately. They are then able to remain registered
for a maximum of 13 weeks while participating in a state-approved job search. Even
though the parent’s case remains open during the job search, the state discontinues
payment of the subsidy during this period and the parent is responsible for negotiating
payments directly with their provider.™

The loss of child care can have a devastating effect on the long-term participation of
parents in the workforce with even larger consequences for the state’s future economy. A
2018 report found that 1 in 5 parents have been forced to quit a job, school or work
training program, significantly reduce hours, turn down advancement or enrollment
opportunities, or even face termination because of child care issues. Major disruptions in
care can result in more than $1.75 billion lost annually in economic activity in Georgia.™
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Meet Jeri

“We want out, and we’ll pay the price, whatever that is,” shared Jeri, a resilient,
hardworking mom from Carrollton who recently went back to school at the University
of West Georgia to complete her bachelor’s degree. Before enrolling, Jeri was trying
her best to navigate harsh rules associated with SNAP and the state’s child care
subsidy program. With mentorship from a strong community at the nonprofit Circles
of West Georgia, Jeri had the guidance needed to move herself and her son forward
from a past complicated by domestic violence. Jeri went from working part-time to
full-time, but only at an hourly wage of $10.

“When | moved to full-time work, | lost SNAP and health insurance for myself
and my son. The CAPS program is very hard to navigate, and | also lost child
care assistance at a very low income. When transitioning jobs, | was cut from
child care, and when I fell off, | couldn’t qualify again. | went from paying $70 a
month for child care to paying $270, just for trying to improve my financial
situation. It’s so easy lose hope.”

— Jeri Shaffer

Jeri’s story counters the over-simplified notion that people who receive benefits are
not hard working or willing to move up the economic ladder. In fact, Jeri’s
determination is emblematic of the hundreds of thousands of working and student
parents who face setbacks because of program policies that disregard the reality
that low wages, even in full-time work, cannot make up for the loss of assistance.

Fixing Cliff Effects Key for Improving Gender Equity and
Child Well-Being

Georgia can help redress inequities by helping families mitigate these cliffs. In Georgia,
366,000 family households living in poverty are headed by single working moms who are
particularly in need of food and child care assistance. Considering that women in
Georgia earn 70 cents for every dollar men make, coupled with the fact that mothers tend
to earn less than women without children, providing access to affordable child care and
food assistance is an important gender equity issue. Women of color feel the effects more
acutely. Native American and black women in Georgia only make 64 percent of what
white men earn in the state. The number decreases to 48 percent for Latina women."’
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Due to a long history of direct discrimination, racist public policies and ongoing barriers to
economic opportunity in Georgia, families of color have long been prevented from building
wealth.™ This has generational consequences for children. Ensuring that low-income
children of color have access to affordable child care and food assistance while their
parents are working their way up the economic ladder is imperative for achieving racial
and ethnic equity. In Georgia, youth of color represent about 60 percent of young children
but represent 76 percent of children in households receiving public assistance.

A 366,000 76%

ofo; of Georgia households of Georgia children living
in poverty are headed in households receiving
by single working moms public assistance are

children of color

Proposed Solutions

All safety net programs have matching goals: encourage work and education, promote
economic security and lift families out of poverty. The programs mentioned in this report
have been very successful in helping move families out of poverty when designed well.
However, many challenges remain for Georgians receiving public assistance. Below are
opportunities for Georgia’s policymakers to make safety net programs work better for
those who need them the most.

Streamline safety net program reporting requirements

Public assistance programs integrated into broader eligibility processes help achieve
shared goals across programs. This ensures that all families with one form of assistance
receive other benefits for which they are eligible. In 2017, Georgia created an award-
winning integrated eligibility system, known as Georgia Gateway, to help achieve this. As
we seek continuous system improvement we should keep in mind the ways the system can
help prevent the cliff effect.

Georgia’s SNAP program requires periodic reports to track income and work changes.
Parents enrolled in the CAPS program are responsible for notifying their case

manager within 10 days of becoming aware of the change in work or income. A

patchwork of reporting requirements can trip families up and lead to punitive sanctions,
including the complete loss of assistance. South Carolina, Colorado and Idaho align
reporting and redetermination dates for major safety net programs. They also prepopulate
forms that require clients to report less information which reduces client burden and saves

Low Wages and Steep Cliffs
] ] ] February 2019
Thoughtful Analysis, Responsible Policy Page 10
GBPl.org | 404.420.1324
50 Hurt Plaza SE, Ste 720, Atlanta, GA 30303




15 FORWARD

GQGBPI POLICY REPORT

o Georgia Budget & Policy Institute

time for workers who often must reconcile conflicting or missing information on
redetermination forms.?

SNAP and CAPS have various work and education requirements. To help families avoid
the loss of assistance due to administrative hurdles, Georgia should make sure that work
requirements and penalties match those of other major programs. For example, SNAP
recipients are required to complete 30 hours per week.?' This is more than the 24 hours a
week required for child care assistance.? Making sure work rules are consistent across
programs will help with some of the confusion parents experience when attempting to
accurately report their activities and maintain assistance.

Raise the broad-based cateqgorical eligibility gross income limit from 130
percent to 200 percent of federal poverty line

Georgia is just one of 10 states that has not raised the broad-based eligibility limit above
130 percent of the federal poverty line, or about $21,000 for a family of two, as done by
neighbors North Carolina and Florida.?® Broad-based categorical eligibility (BBCE) is a
policy that makes households eligible for SNAP because they receive or are authorized to
receive non-cash TANF funded services, including job training. Federal guidelines allow
states to extend SNAP eligibility to TANF-funded program participants with incomes as
high as 200 percent of the Federal Poverty Level. This can help reduce the first major
SNARP cliff effect and help families avoid unnecessary hunger.

Help families avoid permanent cliffs by raising the initial income limits for
child care subsidies

Raising the state’s initial income limit for CAPS can help parents who lose child care
subsidies re-enroll while also promoting continuity of care. If a single parent of one who
lost subsidies due to job loss and re-enters the workforce making just over the initial
eligibility limit of $24,889 a year, the parent is ineligible for care. Individuals making well
above the limit struggle to afford the costs of Georgia’s expensive child care.

Thirty-seven states, including Florida, Louisiana, Mississippi, South Carolina and North
Carolina, have initial eligibility limits higher than Georgia.? Georgia needs initial eligibility
criteria that accurately reflects the economic conditions of the state for low-to-middle
income families. During GBPI’s people-first statewide listening tours, parents said
restrictive income eligibility limits are a persistent barrier. Increasing Georgia’s initial
eligibility threshold will help families who earn more than the current limits but less than
what it takes to meet their basic needs avoid disruptions in work.
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Implement transitional child care for parents who are unable to meet work
requirements or exceed income limits

States offer transitional child care subsidies when families experience changes in work or
income. For example, Rhode Island continues to pay child care until family incomes

reach 225 percent of the federal poverty level.?® Tennessee offers up to 18 months of
additional payments for families who have their cases closed.?® South Carolina provides
up to 24 months of payments for families who exceed the income limits or have disruptions
in work.?’

Transitional child care services funded by the state can provide game-changing benefits to
families, especially those who live in areas with difficult labor markets. Georgia’s economy
continues to improve overall, but the long tail of the Great Recession still lingers in many
counties. This is an important consideration for safety net programs, since states require
work or training to maintain assistance.

Extend eligibility for CAPS to 4-year college students

Georgia is one of only 10 states that limits parents receiving state-funded child care
subsidies to less than a bachelor’s degree.? This rule threatens the future earning
potential and financial security of families. There is no shortage of research that
demonstrates the link between greater educational attainment, lifetime earnings and
multigenerational benefits. By expanding the education criteria to include bachelor’s
degrees, thousands of Georgia students who are parents stand to gain. If a parent
currently decides to pursue a bachelor’s degree to move up the economic ladder, they
become ineligible for child care assistance, leading them to fall off the child care cliff.

Conclusion

Policies that erode wages and reinforce poverty further disadvantage families in Georgia
by contributing to the weakened labor market. As parts of the state are still slowly
recovering from the recession, we should pursue policies that build up working families by
increasing flexibility for safety net programs like food and child care assistance. These
families play by the rules and work hard but public policies continue to erect barriers to
economic mobility. The role for policymakers should not be to punish Georgians by further
restricting safety net programs but to create policies that reward hard work and promote
economic mobility for working families.

Evidence shows that parents who receive public assistance like food and child care
support experience fewer work disruptions, work more hours, stay employed for longer
periods and enjoy higher family earnings. The evidence also shows that safety net
programs help children, including infants, gain economic, social and health benefits that
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extend well into adulthood. In this moment, policymakers have tremendous opportunities
to make our safety net work for working people.
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