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THE UNITED WAY ALICE PROJECT

The United Way ALICE Project provides a framework, language, and tools to measure and understand the
struggles of the growing number of households in our communities that do not earn enough to afford basic
necessities, a population called ALICE (Asset Limited, Income Constrained, Employed). This research initiative
partners with more than 450 United Way organizations across the country to present data that can stimulate
meaningful discussion, attract new partners, and ultimately inform strategies that create positive change.

Based on the overwhelming success of this research in identifying and articulating the needs of this
vulnerable population, the United Way ALICE Project has grown from a pilot in Morris County, New Jersey in
2009, to the entire state of New Jersey in 2012, to the national level with 15 states now participating.

This new Consequences of Insufficient Household Income report provides a deeper level of understanding
of the choices that ALICE and poverty-level families across the country make when they do not have enough
income or assistance to afford basic necessities, and the consequences of those choices.

This report is meant to inform a variety of policy solutions that can improve the lives of ALICE families in
every state. United Ways along with policymakers, government employees, nonprofits, academics, and
community organizations are using the ALICE data to better understand the struggles and needs of their
employees, customers, and communities, and to discover innovative approaches that improve life for ALICE
and the wider community.

To access reports from all states, visit UnitedWayALICE.org
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THE ALICE RESEARCH TEAM

The United Way ALICE Project provides high-quality, research-based information to foster a better
understanding of who is struggling in our communities. To produce this Consequences of Insufficient
Household Income report, a team of researchers collaborated with a National Research Advisory Committee,
composed of 15 representatives from many of the states participating in the Project. This collaborative model
ensures that the Report represents the issues and consequences in all of the states included.

Lead Researcher

Stephanie Hoopes, Ph.D., is the lead researcher and director of the United Way ALICE Project. Dr. Hoopes’
research focuses on the circumstances of low-income households, and has garnered both state and national
media attention. She has overseen the expansion of the Project from a pilot study of one county to a broad-
based initiative that covers 16 states. Before joining the staff of United Way of Northern New Jersey in 2015,
Dr. Hoopes was an assistant professor at the School of Public Affairs and Administration (SPAA), Rutgers
University-Newark, from 2011 to 2015. SPAA continues to support the United Way ALICE Project with access
to research resources. Dr. Hoopes has a doctorate from the London School of Economics.
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PHOTOGRAPHER FOR OUR REPORT
ABOUT SUSAN SIDEBOTTOM

A photograph bears not just the soul of the image but also that of its interpreter.

Between strength and instability...between vulnerability and pride is the ALICE population. Every day they
maintain the balancing act of holding a job and simply holding it together. We see ALICE teaching and caring
for our children, working in stores and restaurants we frequent, and providing other vital daily services. |

am indebted to those families who include me in their journey, allowing me into their pasts and generously
opening their hearts so that we may better understand their struggles.

| use my art to humanize statistics, bring visibility to a growing challenge, and offer a focal point around which
viewers can engage. My photographs are the connector between ourselves and the issues that enable us

to have forthright civic engagement. They provide a critical link between organizations addressing the issue
of working poverty and the broader community who live and work alongside ALICE. My hope is that the
photographs accompanying this report will help give voice to this often-misperceived population.

Susan has been combining her strong public service commitment and her passion for photography to effect social change for the last ten years. She has
served in Board leadership positions with San Francisco Street Project, San Francisco Volunteer Center, Levine Museum of the New South, and Harvey B.
Gantt Center for African American Arts + Culture. Susan’s photography exhibits have included “Lifeline to the Community” and “On the Edge: Homeless and
Working Among Us,” and she is currently working on “Paterson: Other Side of the Story.”

Susan has lived in San Francisco, Mumbai, Sydney, and Charlotte, and now resides in New Jersey with her husband, Peter, and four children.

Photographyreflects.com  Instagram.com/susan.sidebottom
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ALICE: BRINGING HARDSHIP INTO FOCUS

For millions of working families, every day is a test. But on this test the choices are all impossible, and one
wrong answer can have devastating results: pay the rent or pick up that prescription, buy auto insurance or
keep the lights on, fill the fridge or the car’s gas tank.

The pages that follow in this report offer a glimpse into this often hidden world of financial struggle, revealing
the incredibly risky strategies that financially challenged families deploy to meet their most basic needs.

WE NEED YOUR HELP!

The United Way ALICE Project is seeking
original and striking images that realistically
depict the day-to-day lives of ALICE workers
— their jobs, their homes, their communities,
and their struggles to keep their families from
falling into poverty.

With these images, we hope to defy the
stereotype that people who struggle to make
ends meet are just not working hard enough.
This gallery will provide a powerful, personal
understanding of the harsh realities these
workers and their families face every day,
justin trying to get by.

SHOW US THE FACE OF STRUGGLE

Images of hardship may be difficult, but submitting them is easy as 1, 2, 3:

n Take an 0riginal picture: Snap a photo that you believe communicates something

fundamental about the struggle to make ends meet.
n Write a Captiﬁﬂ: What is the image about and why did it speak to you?

Submit it: send the image to UnitedWayALICE .org/SubmitPhoto (please send the highest
resolution possible).

By submitting your photo(s) (the “Photo(s)”), you are granting United Way a non-exclusive, perpetual, irrevocable, royalty-free right and license, with the
right to sub-license, to use, reproduce, copy, edit, modify, display, distribute and otherwise exploit the Photo(s) through the press, online, social media,
hard-copy promotional materials, and through all other mediums and methods available. These rights are granted to United Way at no cost. You warrant
and represent that (i) the Photo(s) not infringe upon or violate any intellectual property rights (including but not limited to, any copyrights, trademarks, or
rights of publicity or privacy) of any person or entity; and (ii) you have obtained all clearances, releases and licenses necessary to grant these rights to
United Way, free and clear of any third party claims relating to the Photo(s). You agree that you will indemnify, defend and hold harmless United Way and its
sublicensees from and against any claim, suit or proceeding brought by a third party against United Way or its sublicensees, to the extent that it is based on
or arises from any breach by you of the warranties or representations set forth above.
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WHAT ARE THE CONSEQUENCES?

TRANSPORTATION m

- Unreliable Vehicles and

Ongoing Repair Custs - Poorer Overall Health,
- No Funds for Insurance, Including Suffering Preventable
Registration, or Traffic Fines Ilness Due to Lack of Regular Care
- Higher Housing Costs Near - Financial Penalty for Not Having
. . Insurance
Public Transportation
- Increased Family Caregiving,
Reduced Time for Work and
Other Activities
- Risks to Child Safety and Kindergarten m
Readiness - Penalties and Interest
- Pay More for Child Care and Forgo Other Essentials on Unpaid Taxes
- Parents’ Reduced Work Schedules - Credit Rating

: _ Suffers
- Moving Costs to Locate Near Strong Public Schools

- Drop Out of High School to Look for Work
- Forgo or Don’t Complete College

- Take on Student Loan Debt m

- Pay More for Housing Than the
Family Budget Allows

- Travel Farther to Get to Work and Amenities
(Grocery Stores, Doctors’ Offices)

- Risk of Food Insecurit
_ ! Sl - Higher Crime Rates in Neighborhoods
- Risk of Poorer Health With Substandard Housing
- Forgo Other Essentials - Higher Maintenance Costs for
to Pay for Food Substandard Housing

- Sacrifice a Home to Foreclosure



...................... AND FOR ALL FAMILIES -

© o

IMPACT ON THE COMMUNITY

Because ALICE workers are an integral part of our economy,
we all suffer when the important services they provide are delayed
or reduced. Because ALICE neighbors, friends, and family members are
an integral part of our towns and neighborhoods, we
all suffer when they are ill, stressed, or overwhelmed.

COMMUNITIES FEEL THIS IN:

- Greater Pressure on Health Care and Social Services
- Increased Need for Educational Remediation and Training

- Lost Work Productivity, Increased Burden for Coworkers,
and Reduced Customer Service

- Less Engaged and Skilled Workforce, Reduced Economic Growth

- Reduced Participation in Neighborhood and
Community Activities

A

A
AT RIIMA




INTRODUCTION

How do people in our day-to-day lives — child care workers, cashiers, salespeople, busboys, auto workers,
home health aides — support their families on low-wage incomes? They do so by making difficult choices
about what to pay for and what to forgo. These choices are daunting, and they have both immediate and
long-term consequences for low-income households and their communities.

To give a face to households that earn more than the Federal Poverty Level (FPL) but less than the basic
cost of living in their area, United Way created the acronym ALICE, which stands for Asset Limited, Income
Constrained, Employed. ALICE lives paycheck to paycheck, just one car accident or medical bill away from
crisis.

The United Way ALICE Project has studied the ALICE population in 15 states, using a set of new tools to
measure financial hardship:

e R T T T
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e The ALICE Threshold — a bare-minimum economic survival level that takes the local cost of living into
account. Families earning below the ALICE Threshold include both ALICE households and those in
poverty.

¢ The Household Survival Budget — a bare-minimum budget that estimates the lowest cost of the five
basic household necessities — housing, child care, food, transportation, and health care.

e The ALICE Income Assessment — a measure of how far ALICE households remain from reaching the
ALICE Threshold despite both earned income and assistance from government and nonprofits.

* The Economic Viability Dashboard — a measure of the conditions ALICE households face in each
county on three indices: Affordable Housing, Job Opportunities, and Community Resources.

Of the 38 million households across these states, 40 percent could not afford the bare-minimum
Household Survival Budget in 2014. The number struggling in a given county depends on the local cost
of the Household Survival Budget as well as the income opportunities available.

The Household Survival Budget estimates costs only at a survival level, yet ALICE families do not earn
enough to afford even that. The gap between the cost of the Household Survival Budget for a family of four
and what an ALICE worker earns is shown in Figure 1. In 2014, across the states included in the United Way
ALICE Project, the bare-minimum cost of housing, child care, food, transportation, health care, and taxes for
a family of four totaled $4,729 per month on average — well more than the full-time wages of a typical ALICE
job. A security guard working full time, year-round could afford only 48 percent of this basic budget. A nursing
assistant, retail salesperson, child care worker, or packer could afford just over one-third of the budget.

And in every state, the budget is still well above the Federal Poverty Level (Figure 2), which covers only 42
percent of the average state Survival Budget.

ALICE Household Survival Budget vs. ALICE Monthly Wages, 2014

$5,000
$4,500 i
$4,000 | pmr
$3,500
z $3,000
= §2,500
S $§2,000
$1,500 Child
$1,000 Care
ol
S0 Hi
ALICE Household Retail Child Care Packer Nursing Federal Security Guard
Survival Budget  Salesperson Worker §11.08/hour Assistant Poverty Level $13.46/hour
§26.81/hour $9.66/hour $10.44/haur ($22,160 annual) §11.33/haur §11.93/hour (526,960 annual)
(§53,736 annual) ($19,320 annual) ($20,880 annual) ($22,660 annual) ($23,850 annual)

Source: U.S. Department of Housing and Urban Development, 2014a; Child Care Aware of America, 2015; U.S. Department of Agriculture, 2014;
Bloomberg, 2016; and Bureau of Labor Statistics (BLS), 2014 and 2014a



Percent of Households Below the ALICE Threshold Based on Wages and Household Survival Budget, 2014

Total Households Household Survival Budget Percent of Jobs
State Below ALICE Paying Less Than
Households Threshold _ _ $20/H
resno Single Adult Family of Four r
Federal
11,670 23,850

Poverty Level $11, $23,

Connecticut 1,355,817 38% $22,656 $70,788 49%
Florida 7,328,403 43% $17,700 $48,012 69%
lowa 1,242,859 31% $16,932 $46,680 68%
Idaho 594,276 39% $17,808 $47,676 71%
Indiana 2,497,198 36% $17,400 $47,952 68%
Louisiana 1,718,876 42% $16,812 $46,236 68%
Maryland 2,166,102 35% $23,568 $61,224 53%
Michigan 3,835,841 41% $17,916 $54,564 62%

New Jersey 3,194,844 37% $24,300 $64,176 52%
New York 7,289,792 44% $21,540 $62,472 55%
Ohio 4,595,301 41% $21,948 $58,224 64%
Oregon 1,536,797 39% $18,996 $53,328 62%
Virginia 3,081,325 39% $22,212 $60,876 58%

Washington 2,678,337 32% $17,592 $53,700 55%

Wisconsin 2,305,663 42% $23,196 $54,804 65%
{5 States (gg;;‘ii’fjgg 40% $20,038 $55,381 61%

Iles) o (average) (average) (average) (average)

Source: American Community Survey, 2014, and the ALICE Threshold, 2014; U.S. Department of Housing and Urban Development (HUD), 2014a; U.S.
Department of Agriculture (USDA), 2014, Bureau of Labor Statistics (BLS), 2014, Internal Revenue Service (IRS), 2014, Bureau of Labor Statistics,
Occupational Employment Statistics (OES) Wage Survey — All Industries Combined, 2014, and state treasuries and state child care agencies, 2014

This Consequences of Insufficient Household Income report explores how ALICE and poverty-level families
manage when they do not have enough income or assistance to afford basic necessities. Strategies
reported here are those that families are currently employing across the U.S. in order to survive. The

larger the gap between income and costs, the more extreme the strategies, and the greater the risks to a
family’s immediate health and safety. These strategies have consequences for a family’s employment, for
where they live, for what they eat, and for how their children fare in school. In addition, these choices affect
many beyond the immediate family, including all who live, work, volunteer, and go to school in the same
community, in terms of reducing economic productivity, stressing local health care and education systems,
and raising insurance premiums and taxes for everyone.

This report covers the choices that families make in each of the five essential areas of a household budget
— housing, child care and education, food, transportation, and health care — as well as the role of taxes in
financial decision making. There is no evaluation of the efficacy of these choices; all are sub-optimal. Rather,
the report outlines the consequences of each choice, for the family and then for the broader community.
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The purpose of this report is to present extensive research in each subject area, but just as crucially,
to highlight how choices in one area invariably affect choices in others. For this reason, the
report is meant to be read as a whole. With this clear documentation of the issues and of how they are
interconnected, community stakeholders can start to build solutions for their neighborhoods, towns and
cities, counties, and states.

This report is meant to inform a variety of policy solutions that can improve the lives of ALICE families in
every state. The United Way ALICE Reports are a trusted resource for United Ways across the country; the
ALICE data is available to policymakers, government employees, nonprofits, academics, and community
organizations. This report is meant to provide a nonpartisan overview of a set of serious problems. The
challenges ALICE families face are not liberal or conservative, Democratic, Republican, or Independent
issues. Their hardship requires attention and solutions from all corners of the policy domain. We are all better
off when ALICE has better choices.

The choices ALICE families make in one budget area often have consequences in others.
Throughout this report, we map these interconnections with the following icons:

/ﬁ\ HOUSING CHILD CARE AND EDUCATION

Renters and Owners Preschool to Higher Education
FO0D TRANSPORTATION
Quantity and Quality Vehicles and Public Transit
HEALTH CARE TAXES
Primary/Specialty/Emergency Care Federal and State

ﬁ, INCOME AND SAVINGS

Consequences of Low Income That Make it Even Harder to Work, Earn, and Save More



HOUSING

Having a home is the foundation of financial stability, but
the relatively high cost of renting or owning a home is also a
financial burden
for many ALICE

households. With much
of their income going to housing, ALICE families

are often forced to make difficult choices or
sacrifices in other areas of their lives.

In all counties in the states included in the United What d0 A“[:E and pﬂVBftY—lﬂVE'

Way ALICE Project, housing — whether renting hﬂ“SﬂhﬂldS dﬂ Whell they cannot
or owning — remains the most expensive budget afford basic h(]lISillg?
item for all households except those with two or
more children, whose largest expense is child

care. Across these states, the cost of housing Pay _Mure for Housing Than the
for a family with two adults and two children Fam"y B“dgEt Allows
outpaces what ALICE households can afford
to spend given the housing allocation in the Rent or Buy in Less Desirahle
Household Survival Budget. Locations
Homeownership has come to symbolize the Seek Rental Assistance
American dream — a symbol of financial
stability, an investment in one’s future, and Rent or Buy Substandard
i a commitment to a community. Research Apartments or Homes
E suggests that there are many personal and )
: social benefits to owning a home as well, such 5 Borrow at High Rates to Buy a Home
E as improved self-esteem, physical health,
and community stature. Yet with the cost of a Sacrifice a Home to Foreclosure

mortgage and down payment, maintenance, and
real estate taxes, owning a home causes hardship
for many ALICE families. During the housing crisis
of 2007 to 2010, homeownership itself caused many families to become ALICE. In addition, for
decades this dream has been particularly elusive for many households of color in the U.S. due
to racial and ethnic discrimination in home buying, and more recently due to highly stringent
mortgage qualifications (Hurd & Rohwedder, 2010; Desmond, 2016; Federal Reserve Bank
of St. Louis, 2012).

The gap between the cost of housing and what an ALICE worker earns is shown in Figure
3, which compares three different monthly housing options for a family of four to the monthly
salary of a full-time employee working in retail sales. This is the most common occupation
in the U.S. — more than 8.6 million jobs with an average hourly wage of $9.66, or $19,320
annually (if full time, year-round) (Bureau of Labor Statistics, 2014).
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Monthly Housing Costs and Percentage of an ALICE Income, 2014

$1,800
$1,600
$1,400
$1,200
$1,000 58% of Income
$800 43% of Income
§600
§400
$200
$0

90% of Income

Monthly Cost

HUD Fair Market Rent Median Rent Mortgage on Retail Salesperson
(used in Household Median House §9.66/hour
Survival Budget) ($19,320 annual)

B Housing Options ALICE Job (Monthly Wages)

Source: U.S. Department of Housing and Urban Development (HUD), 2014a; American Community Survey, 2014, and Bureau of Labor Statistics
(BLS), 2014

* The Household Survival Budget for a family of four (two adults and two children under the age of five)
uses the cost of a two-bedroom apartment at HUD’s Fair Market Rent (FMR), most commonly the 40"
rent percentile. The cost of renting varies greatly across the U.S. A two-bedroom apartment at the
40" rent percentile costs the least in Arkansas, averaging $561 per month across all counties, and
the most in the northern California counties of Marin, San Francisco, and San Mateo at $1,956 per
month. Among the United Way ALICE Project states, the cost is lowest in rural lowa counties at $579
per month and highest in Fairfield County, Connecticut at $1,910 per month. The national average
was $700 per month, as shown in Figure 3 — 43 percent of a retail salesperson’s wages in 2014 (U.S.
Department of Housing and Urban Development, 2014a).

» The median rent for a two-bedroom apartment was $934 per month nationally in 2014 — more than half (58

percent) of a retail salesperson’s wages (U.S. Department of Housing and Urban Development, 2014a).

« The national median monthly cost of a mortgage (not including funds for the down payment) was $1,454

in 2014 — 90 percent of a retail salesperson’s wages (American Community Survey, 2014).

For both owners and renters with income below the ALICE Threshold, the more affordable housing there is
in a county, the easier it is for a household to be financially stable. The Affordable Housing Gap indicator —
part of the ALICE Economic Viability Dashboard tool — shows the difference in most counties between the
total number of available renter and owner units and the number of those units that ALICE and
poverty-level households can afford while spending no more than one-third of their income

on housing. This indicator includes subsidized units as well as market-rate units that are

affordable to these households. The larger the gap, the harder it is for households below

the ALICE Threshold to find affordable housing.



Figure 4 shows the 2014 gap for renters in the states that the United Way ALICE Project had studied at that
point. Analysis of the housing stock by county reveals that across all of these states, the available units do not
match current needs. The state of Michigan, for example, would need almost 350,000 additional affordable
rental units — and probably more, given the number of households that are housing burdened — in order to
meet the existing demand.

Gap Between Renters Below ALICE Threshold and Number of Affordable Units, 2014

2,500,000
2,000,000
1,500,000

1,000,000

Renters and Rental Units

900,000

S ® N & & & > &
& O S MR

[ Renters Below AT W Affordable Units

Note: Calculated for all states with 2014 ALICE Reports; Ohio and Virginia not included.
Source: American Community Survey, 2014, the ALICE Threshold, 2014; and U.S. Department of Housing and Urban Development (HUD), 2014a

Housing is not only a question of shelter; ALICE families know all too well that where one lives matters.
Location impacts current and future health, exposure to violence, housing and transportation costs,
educational opportunities, and future economic prosperity. One landmark study found that families who were
randomly selected to move from a high-poverty neighborhood to a low-poverty area had a range of improved
outcomes for years to come. Children in these families were more likely to attend college and less likely to
become single parents, and had earnings that were 31 percent higher than those who remained in high-
poverty neighborhoods (Chetty, Hendren, & Katz, 2015; Chetty & Hendren, 2015).

Strategy 1: Pay More for Housing Than the Family Budget Allows

When faced with the cost of housing beyond their budget, most ALICE households pay more than they can
afford. These families are “housing burdened,” defined as renters paying more than 30 percent of their income
on rent or owners paying more than 30 percent of their income on monthly homeowner costs, which include
their mortgage. Households with lower incomes are more likely to be housing burdened than those with higher
incomes. Nationally, 47 percent of renters spend more than 30 percent of their income on gross rent, and 24
percent spend at least half of their income on rent (Fischer & Sard, 2016; Johnson, 2015; American Community
Survey, 2014). Despite wide variation across the country, housing costs consistently outpace wages.
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In 2014, the U.S. states with the highest rates of “severely rent burdened” households (at least 50 percent of
income going to rent) were California, Florida, and New York, each with 28 percent of households. Wyoming
had the lowest rate at 16 percent. Low-income renters such as ALICE families are even more likely to be
housing burdened, with rates ranging from 57 percent in South Dakota and Maine to 68 percent in Ohio,

to 79 percent in Florida, and to 83 percent in Nevada (Aurand, et al., 2016; American Community Survey,
2014).

Consequences

Less money available for other current needs: Housing burdened families are often forced to
skimp on other basic needs such as food, medicine, child care, or heat. These deprivations, as
well as the stress they cause, can increase the need for health care, which becomes yet another
expense.

Less money devoted to saving for an emergency or making investments for the future,
such as higher education or retirement: That lack of savings creates a vicious cycle of financial
instability for ALICE families, and increases the risk of higher costs for health care and social
services over the longer term (National Low Income Housing Coalition, 2016; Belsky, Goodman, &
Drew, 2005).

More evictions and foreclosures: With an increasing number of households spending more than
50 percent of their income on housing, many low-income families become unable to pay their rent or
mortgage, leading to evictions and foreclosures. In 2013, across the country, one in eight renters with
income below the FPL could not pay all of their rent and thought it was likely they would be evicted.
Eviction is costly for landlords, too, averaging $1,698 per eviction in 2014 (including maintenance



fees, lost rent, court costs, filing costs, and judgment costs) (Desmond, 2015; TransUnion, 2015).
The costs and consequences of foreclosure are discussed later in this section.

Strategy 2: Rent or Buy in Less Desirable Locations

Because housing costs are linked to location, ALICE households are often forced to find lower-cost housing
in less desirable areas located far from their jobs. While these areas have lower costs, they typically

have considerable downsides, such as high crime rates, run-down infrastructure, or little to no public
transportation. They are also often located far from full-service grocery stores, public services, and other
necessities.

Consequences

Unsafe neighborhoods: Neighborhoods with a concentration of ALICE and poverty-level
g households often have the highest rates of crime. Property and violent crime are both concentrated
in poor communities, even moreso now than they were in the 1970s. Households with income below
the FPL are victimized at more than double the rate of high-income households (those above 400
percent of the FPL); those that earn between 100 and 200 percent of the FPL ($19,790 for a family
of three in 2014) are victimized at a rate more than one-third higher than high-income households
(Harrell, Langton, Berzofsky, & Couzens, 2014; Levitt, 1999; Harris & Kearney, 2014).

The consequences for victims of these crimes, as well as for those living in neighborhoods with
high rates of crime, are severe, compromising earning potential and physical and mental health.
Individuals who view their neighborhoods as unsafe, for example, are much more likely to suffer
from depression and substance abuse, which in turn are risk factors for cardiovascular disease
and other serious illnesses. The consequences are even more severe for children growing up in
these environments, who suffer from higher rates of behavioral disorders and lower rates of school
attendance and academic achievement (Curry, Latkin, & Davey-Rothwell, 2008; Hanson, Sawyer,
Begle, & Hubel, April 2010; Galster, March 2014).

Increased transportation costs: Many lower-cost housing units are located far from jobs and
services. ALICE families in these units may save money on rent, but their transportation costs
increase. The Joint Center for Housing Studies estimates that low-income households that spend
30 percent or less of their income on housing (presumably because they live in less expensive
areas) spend an average of $100 more per month on transportation than those that allocate over
half their income to housing. Conversely, people who live in location-efficient neighborhoods —
compact, mixed-use, and with convenient access to jobs, services, transit, and amenities — have
lower transportation costs than those who don’t. This holds for metro areas of large cities, suburbs,
and rural areas across the country (Galoustian, 2016; Tu, 2015; Rice, 2004; Belsky, Goodman, &
Drew, 2005; Joint Center for Housing Studies of Harvard University, 2016; Roberto & Puentes, 2008;
Center for Neighborhood Technology, 2016).

Longer commutes: Because 95 percent of workers do not have access to public transportation,
most workers drive an automobile to get to work. While the average American’s commute is under 30
minutes, more than 10 million Americans have a commute of at least an hour each way, with 600,000
adults commuting more than 1.5 hours each way. One analysis estimates that across the country’s
50 largest metro areas, travel time alone (without even including travel expenses) costs workers
$107 billion per year (Bliss, 2016; Taylor, 2014; Bureau of Transportation Statistics, 2015).
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No mother ever envisions finding herself in a shelter. But that’s where Lisa, of Broward
County, Florida, ended up with her two daughters when her fiance, with whom she

was living, died suddenly. Though she has a job that she loves - as an administrative
assistant for a construction firm - Lisa was unable to pay the rent and other bills like
child care. She soon found herself and her girls living first out of her car, and then
in a shelter. With the help of the shelter, her family eventually moved into a small
apartment, which is clean, but

not in what she feels is a safe

neighborhood. She works hard every

day, but it’s still not enough to

afford a home where her family can

feel safe. “We need lower-priced

housing so my children can go

outside and just play safely, without

fear,” she says.

The longer commute takes a toll E
on workers. Beyond the direct i
financial costs to households, long E
commutes contribute to physical E
and behavioral health problems. H
According to the Gallup-Healthways Well-Being Index, adults traveling more than 90 minutes each way E
are 33 percent more likely to have recurrent neck pain, obesity, and high cholesterol than those with :
the shortest commutes. Psychologically, they are more likely to be worried and less likely to be rested, E
and they score lower on subjective measures of well-being (Stutzer & Frey, 2004; Crabtree, 2010). E

Unforeseen travel delays, along with the physical and psychological tolls of commuting, also

lead to missed work, tardiness, and reduced productivity. In fact, Harvard researchers found that,
on average, absenteeism would be about 15 to 20 percent lower if all workers had a negligible
commute. For hourly-wage workers, arriving late or missing work days can reduce income, causing
additional problems for the family (Bashir & Ramay, 2010; van Ommeren & Gutierrez-i-Puigarnau,
2011).

Strategy 3: Seek Rental Assistance

Approximately 4.8 million households — about 4 percent of all U.S. households — receive assistance geared
toward either homeowners or renters from the U.S. Department of Housing and Urban Development. Yet
many more need assistance; only one-quarter of households eligible for federal rental housing assistance
actually receive it. There are 4,058 housing authorities across the country providing subsidized rentals, and
1,671 of those authorities have waiting lists. A 2012 survey reported that 2.8 million families nationwide were
on waiting lists for Housing Choice Vouchers (HCV, formerly known as Section 8 — federally subsidized
housing for very low-income families, the elderly, and the disabled), and more than 1.6 million were on
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public housing waiting lists. Many more need housing assistance but could not apply because 48 percent of
HCV waiting lists and 6 percent of public housing waiting lists were closed to new applicants. For example,
Washington, D.C. had more than 41,000 households on the waiting list just for their Housing Choice Voucher
Program as of May 2015, and the list had been closed since 2013. In New York City, more than 400,000
households are waiting (National Low Income Housing Coalition (NLIHC), 2004; National Low Income
Housing Coalition (NLIHC), 2012; Center on Budget and Policy Priorities (CBPP), 2016; PAHRC, 2015;
Affordable Housing Online, 2017; New York City Housing Authority, 2016).

Consequences

Forgoing work: Because of eligibility cutoffs, ALICE and poverty-level families can lose their
housing assistance if they get a better job, work more hours, or receive a raise that pushes their
income above the cutoff. Some families make the difficult choice to forgo work or higher-paying jobs
a for fear of losing housing assistance, which is so hard to obtain in the first place. Some worry that if
the family’s earnings would later decline, they would not automatically regain such assistance, and
might have a long wait to receive assistance again (Shapiro, Greenstein, Trisi, & DaSilva, 2016).

Less desirable neighborhoods: Public housing is often located in distressed, under-resourced
neighborhoods with higher crime rates, less public transportation, and lower-quality schools. Living
in these neighborhoods impacts not only day-to-day well-being, but also long-term outcomes for
education achievement and job success. Housing Choice Vouchers allow families to choose the
location of their rental unit. However, several factors limit neighborhood choices — including tight
market conditions, racial and ethnic discrimination, the lack of moderately priced rental housing, and
landlords who are unwilling to accept voucher payments (Chetty, Hendren, & Katz, 2015; Chetty &
Hendren, 2015; U.S. Department of Housing and Urban Development (HUD), 2016; Luna & Leopold,
2013; Turner M., 2003).

Strategy 4: Rent or Buy Substandard Apartments or Homes

Because housing costs are frequently linked to quality, ALICE households are often forced to choose

homes that are in substandard condition. Substandard housing presents a variety of health and safety risks
stemming from malfunctioning or absent heating, ventilation, and air conditioning systems; sub-par plumbing
and leaks; and exposure to vermin, lead, mold, and other toxins.

Consequences

Maintenance costs: Poor-quality or older housing requires additional costs for upkeep and
g adds safety risks for do-it-yourself repairs. A costly repair can threaten the financial stability of an
ALICE household. Or, if the repairs are not made, families may face the risks of living in an unsafe
environment. These potential risks and injuries can, in turn, increase their costs for health care
services. Home maintenance is a major issue for homeowners but can also be a problem for renters,
depending on how promptly landlords make needed repairs (Joint Center for Housing Studies of
Harvard University, 2014).

Physical and behavioral health risks: Living in substandard units affects the health and well-being
of residents. The risks include injuries, asthma, infections, and exposure to toxins such as lead. An
estimated 500,000 children under the age of six in the U.S. have lead levels that are high enough to
affect long-term cognitive and behavioral development. Substandard housing is also more likely to
be located in neighborhoods that have more violence, lower air quality, and poorer design features
(such as a lack of green and recreational spaces) than higher-income areas (Krieger & Higgins,
2002; World Health Organization, 2010; Centers for Disease Control and Prevention (CDC), 2017).
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Long-term effects on health and well-being: Strong evidence suggests that residential instability
and substandard housing impact the mental and physical health of adults and children now and

for years to come. A six-year, three-city study of 2,400 children, teens, and young adults found that
poor housing quality increased their risk of mental health issues, such as anxiety and depression.
The study also found that the stress of living in substandard housing resulted in lower academic
achievement, impacting education and employment options down the road (Coley, Leventhal, Lynch,
& Kull, 2013). Adults experience similar physical and behavioral health issues, which in turn can
reduce their work attendance, productivity, and income.

Strategy 5: Borrow at High Rates to Buy a Home

In some locations, homeownership would be less expensive than renting, and would offer a way for a family
to build equity. However, many potential ALICE homeowners do not qualify for competitive financing rates
or do not have savings for a down payment. Nationally, the two most common reasons renters cite for
renting rather than owning a home are that they don’t think they can afford the down payment (50 percent of
respondents) or they don’t believe that they will qualify for a mortgage (31 percent), according to the Federal
Reserve’s 2014 Survey of Household Economics and Decisionmaking (Federal Reserve, 2015).

Consequences

Higher costs, lower returns: Studies suggest that for many low-income families, homeownership
may not be an effective means to accumulate wealth. Because low-income Americans often do not
qualify for standard mortgages, the cost and terms of borrowing and the full costs of ownership,
including real estate taxes and maintenance, are prohibitive. In addition, one of the main tax benefits
of homeownership, the mortgage tax deduction, is negligible for low-income households, and is often
less than the standard deduction. Chances to recoup these costs through appreciation are lower

&



for less expensive homes, especially in the past decade, because these units have generally not
increased enough in value to offset the costs. In addition, because low-income households are more
likely to move frequently, the high transaction costs of buying and selling a house are spread over

a shorter time period (Riley, Ru, & Feng, 2013; Bucks & Pence, 2008; Boehm & Schlottman, 2004;
Shlay, 2006; Turner & Smith, February 2009).

Higher-risk debt: With the tightening of mortgage regulations since the Recession, those who
do not qualify for traditional mortgages have looked for alternatives, leading to an increased use
of “contract for deed” or “rent-to-own” mortgages that charge higher interest rates and have less
favorable terms for borrowers. The need for such services is reflected in the growth of these
industries nationally (Anderson & Jaggia, 2008; Edelman, Zonta, & Gordon, 2015; Kusisto, 2015).
In each of these financing scenarios, the combination of a lower income and significantly worse
financial terms puts borrowers at a far higher risk of foreclosure (Mayer & Pence, 2008).

Strategy 6: Sacrifice a Home to Foreclosure

Before the Great Recession, most subprime mortgages, with their higher interest rates, were sold to low-
income households. Since the Recession, tens of thousands of households have been foreclosed on

every month. The pace of foreclosures has slowed to its lowest rate since 2000, yet approximately 40,000
homes in the U.S. were foreclosed on in April 2015. Households of color, which are more likely to be ALICE
households, are also more likely to receive subprime loans, even compared to White households with similar
incomes and credit scores. Households of color are also more likely to be foreclosed on. From 2007 to 2009,
7.9 percent of Black homeowners and 7.7 percent of Hispanic homeowners were foreclosed on, compared to
4.5 percent of White homeowners (Merle, 2010; CoreLogic, 2015; Riquier, 2016).

Consequences

Longer-term financial instability: \When ALICE families have a home foreclosed on, they not only
lose a stable place to live and their primary asset, but their credit rating drops. This creates barriers
to future home purchases and even rentals, especially for low-income families. With few or no other
assets for a down payment or security deposit and a low credit rating, ALICE households recovering
from foreclosure often have difficulty finding new housing (Frame, 2010; Kingsley, Smith, & Price,
2009; Yellen, October 17, 2014; Casas del Pueblo Community Land Trust, October 2013).

Homelessness: Ultimately, if an ALICE household cannot afford their home or it becomes too
unsafe to live in, they can become homeless. In the U.S. in 2014, there were 578,424 homeless
people on a single night, a rate of approximately 18.3 homeless people for every 10,000 individuals.
This was the lowest number since the federal government began mandating counts in 2007, and

it also includes a decline in most homeless subpopulations. From 2013 to 2014, the number of
homeless families decreased by 4.9 percent, and the number of homeless veterans decreased by
10.5 percent (National Alliance to End Homelessness, 2015; National Coalition for the Homeless,
2009).

Homelessness poses extraordinary challenges for ALICE families, starting a downward spiral

of bad credit and destabilization. When homeless families move in with relatives or use shelter
services, it becomes difficult to maintain a stable work, school, and family life. For example,
residency requirements, guardianship requirements, delays in transfer of school records, and

lack of immunization records often prevent homeless children from enrolling in school. Homeless
children and youth who are able to enroll still face barriers to regular attendance, such as lack of
transportation. According to the U.S. Department of Education, 87 percent of homeless youth are
enrolled in school, but only 77 percent attend school regularly (National Coalition for the Homeless,
2007). When a homeless family moves in with relatives, a prolonged stay can threaten the stability
of another household. Yet the number of people in poor households living doubled up with family and
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friends grew to 7.7 million people from 2012 to 2013 — an increase of 3.7 percent — with 39 states
seeing increases (National Alliance to End Homelessness, 2015; Trella & Hilton, 2014).

BROADER COSTS OF UNAFFORDABLE HOUSING

When ALICE households pay too much for housing or make other choices that compromise their living
situation or financial stability, communities feel the impact both economically and socially:

* The local economy suffers because families have less to spend on other goods and services in the
community. They may also not have enough resources to maintain their homes, which impacts entire
neighborhoods.

* The health problems caused by
poor-quality housing, living in
unsafe neighborhoods, or long
commutes raise health care and

There were not enough sweaters and

blankets to keep Shannon Benjamin

and her family warm in their trailer

home. “It was like a tin box, with

no insulation,” she says. She and

her now ex-hushand had run out

of money to pay for propane, and

Shannon and her two young children

had pneumonia. “I had fears when |

went to bed that they wouldn’t be breathing in the morning,” says Shannon. It was the
tipping point, when she decided to call Michigan 211, an emergency hotline. Up until
then, Shannon had tried hard to make it without help. She was going to college, working
two part-time jobs - as a housekeeper for a hotel and a receptionist at an insurance
company - and taking care of her children. But in a stroke of bad luck, she was laid off
from both her jobs due to cuthacks. Her hushand was only working part-time, and the
hills started piling up. “I'd been raised to pull myself up by my bootstraps and not ask
for help, but | finally asked,” she says. Her relationship with her husband had become
strained and he didn’t want to accept help from others, so she took her kids to her
parents’ home temporarily. United Way helped make a job connection for Shannon (she
now works for the 211 call center that helped her), and though she had to suspend her
college, she was able to start over, once back on her feet. “I've been at the end of the
tunnel, thinking there’s no way out, but there is,” she says.
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coverage costs for all. If ALICE families cannot afford health care expenses, those costs are often
absorbed by insurers — who distribute them across plan members — as well as by taxpayers to cover the
cost of Medicaid services and hospitals that incur the costs of uncompensated care (Belsky, Goodman,
& Drew, 2005; Joint Center for Housing Studies of Harvard University, 2016; American Hospital
Association, December 2016).

Exposure to toxins like lead causes direct and indirect costs to the community. In children, such
exposure can cause neurobehavioral conditions that require extensive health care services, social
services, and educational support, limiting their future potential, and it imposes economic costs on
family members who become caregivers. Overall, toxic chemical exposures cost the U.S. more than
$340 billion annually due to health care costs, developmental problems, and lost wages, according to
a 2016 study (Ellen & Glied, Spring 2015; Magbool, Viveiros, & Ault, April 2015; Attina, et al., December
2016).

When affordable housing is located far from jobs, it creates more traffic, which adds costs for
all commuters including wear-and-tear on roads, increased maintenance costs, and an increased
likelihood of accidents and delays.

When long commutes reduce worker productivity, co-workers and customers can suffer. Long
commutes can also reduce new hire retention and performance. Together these impact the business
bottom line and state economic competitiveness (van Ommeren & Gutierrez-i-Puigarnau, 2011; Belsky,
Goodman, & Drew, 2005; Sullivan, 2015; National Economic Council and the President’s Council of
Economic Advisers, July 2014).

As families move farther away from urban centers, the resulting suburban development requires
costly additional infrastructure and services such as roads, public transit, and sewage. Looking
just at transportation costs, development on the fringes of cities over a 15-year period costs nearly
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twice as much as redevelopment of inner-city transportation. It is estimated that urban sprawl costs the
U.S. economy more than $1 trillion per year (Global Commission on the Economy and Climate, 2015;
Trubka, Newman, & Bilsborough, 2010).

* Run-down housing affects neighborhoods. Housing units that have not been maintained add safety
risks and detract from the appearance of public spaces like sidewalks and streets.

* Homes in foreclosure impose costs on neighborhoods and local government agencies,
reducing property values for neighbors and increasing costs for the community. On average, neighbors
of foreclosed-on homes lost 9 percent of their home value from 2007 to 2012, and neighbors of
foreclosures in neighborhoods of color lost 16 percent of their home value. In addition, one foreclosure
can impose up to $34,000 in direct costs on local government agencies, including the costs of
inspections, court actions, police and fire department efforts, potential demolition, unpaid water and
sewage, and trash removal. Foreclosures are also bad for many local banks, as both lenders and
investors lose money on them (Apgar, Duda, & Gorey, 2005; Center for Responsible Lending, 2013;
Frame, 2010; Immergluck & Smith, 2006).

« Communities bear the cost of caring for homeless families. The costs of homelessness go far
beyond the immediate costs of emergency shelter systems, since homeless households are more likely
to interact with the criminal justice system, utilize inpatient and outpatient psychiatric facilities, and
use the emergency room and inpatient hospital services. The National Alliance to End Homelessness
estimates that the cost of public services for the homeless ranges from $19,000 per year for one person
in Denver, Colorado to over $40,000 per year in New York. In fact, New York City, with the nation’s
largest sheltered homeless population, spent $1.3 billion on services to the homeless between July
2015 and June 2016 (National Alliance to End Homelessness, 2010; New York City Department of
Homeless Services, 2016).
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These costs are much greater than the cost of preventing homelessness. Recent studies show that the
public cost of housing a homeless person is at least four times less than providing homeless services,
with even more savings for those with severe physical or mental health issues (Flaming, Matsunaga, &
Burns, 2009; Kuehn, July 4, 2012; Rosenheck, 2000).

FUTURE TRENDS: HOUSING FOR ALICE FAMILIES

The cost of housing will continue to increase, adding pressure to the Household Survival Budget. Forecasts
show that the pressure on affordable rental markets will continue, with 5 to 6 million new renter households by
2023 (Bipartisan Policy Commission, 2013). A recent analysis from Harvard’s Joint Center for Housing Studies
projects that the housing burden for low- and middle-income households will become significantly worse over
the next 10 years. Households that are severely rent burdened will grow by at least 11 percent, to 13.1 million
in 2025. Because of changing demographics, even if growth in incomes begins to outpace the rising cost of
rent, the proportion of severely rent burdened households will remain at or near record levels (Joint Center for
Housing Studies of Harvard University, 2016).

Geography, economics, and, in some places, zoning laws limit the potential for new small or low-cost
units to be built in economically prosperous areas. For this reason, long-distance commuting will be part

of life for more ALICE families in the coming years, as a lack of affordable housing pushes workers away from
employment centers (Hasse, Reiser, & Pichacz, 2011; Prevost, 2013).

Availability of substandard units will shift as many of these units are vulnerable to disasters and to
redevelopment. Rental housing units — especially those that are older or in poor condition — are particularly
vulnerable to being damaged or destroyed by hurricanes and other natural disasters. With more extreme
weather, more units will be affected and many ALICE families will not be able to fully repair them. Older units
are also more likely to be torn down: Nationally, 5.6 percent of the rental stock was demolished between

2001 and 2011, but the loss of units with rent under $400 per month (i.e., those most affordable for ALICE
households) was more than twice as high, at 12.8 percent (Joint Center for Housing Studies, 2013). The loss of
these units, as inexpensive and unsafe as they may be, puts additional pressure on the remaining rental stock,
increasing costs for all renters (Joint Center for Housing Studies of Harvard University, 2016).

Millennials and seniors will drive demand for more lower-cost homes and rental units. Young workers
are delaying buying their own homes, choosing to rent smaller units instead. At the same time, with the
population aging, more seniors are downsizing their homes and moving to smaller units or eldercare. Seniors
and millenials prefer smaller, affordable rental units that are close to public transportation and community
amenities such as restaurants, health care, and other services. Both of these trends increase demand for
lower-cost homes and rental units, adding pressure to the cost of units that in most communities are in short
supply (U.S. Department of Transportation, 2015; Garcia & Deitz, 2007).

Homelessness has declined nationally since counts were mandated in 2007. This is especially true

for veterans: Homelessness among veterans decreased by 47 percent from 2010 to 2016, and 32 states or
cities across the country have ended veteran homelessness entirely. Among nonveterans, homelessness has
decreased in most places for both single adults and families with children (U.S. Department of Veteran Affairs,
2016; U.S. Department of Housing and Urban Development (HUD), 2015). That said, with nearly 600,000
individuals homeless on a given night, it is still a pressing issue. While efforts at the federal level have slowed,
communities across the country continue to invest in strategies that alleviate homelessness among all groups.
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professional and
financial success in the U.S., and one of the few
ways ALICE families can get ahead in the long
run. For many children, especially those whose
parents need to work, that path begins with quality,
affordable child care (early care for infants to
3-year-olds and preschool for 3- to 5-year-olds).
Quality care builds kindergarten readiness and
supports the vast brain development that occurs
by age 5. The path then continues through
strong K—12 public schools and affordable
higher education.

or ©

Yet ALICE families across the country are
challenged to find affordable, high-quality child
care and education for their children, from
infant care through higher education. These
challenges include variable quality among
local child care options, high fees for child
care, the achievement gap for economically
disadvantaged groups and populations of color in
public schools, and the often prohibitive cost of
college.

In all counties in the states included in the
United Way ALICE Project, child care remains the
most expensive budget item for households
with two or more young children. The gap
between the cost of child care and what an
ALICE worker earns is shown in Figure 5, which
compares the 2014 cost of child care for an
infant and a 4-year-old to the monthly salary
of a full-time child care worker whose average
hourly wage was $10.44 (or $20,880 annually if
full time, year-round) (Bureau of Labor Statistics,
2014).
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CHILD CARE AND
EDUCATION

A quality education is still one of the best predictors of

STRATEGIES

What do ALICE and poverty-level
families do when they cannot
afford child care or quality
education?

[:hlld Care and Early Education:

Choose Less Expensive Child
Care Options

Pay More for Care Than the
Family Budget Allows

Access Child Care Assistance

Live in a District with Publicly
Funded Preschool

Go Without Child Care
Modify Work Schedules

-12 Education:

Move to a Better Performing
School or District

8: Drop out of High School
Higher Education:

9:  Forgo or Don't Complete College
10 Take on Student Loan Debt

This section presents the hest research available on the hard choices that struggling parents are making every day in order to provide child
care and education for their children, and the consequences of those choices. These are not policy recommendations, but information and

analysis that can help stakeholders create the most effective solutions for their communities.




Monthly Child Care Costs and Percentage of an ALICE Income, 2014

85% of Income

67% of Income

Child Care Worker
$10.44/hour
($20,880 annual)

ALICE Job (Monthly Wages)

Source: Child Care Aware of America, 2015; and Bureau of Labor Statistics (BLS), 2014

» The Household Survival Budget for a family uses the cost of family-based child care for an infant
($612 per month) and a 4-year-old ($561 per month). While costs vary across the country, the national
average cost was $1,173 per month in 2014 — 67 percent of a child care worker’s wages (Bureau of
Labor Statistics, 2014; Child Care Aware of America, 2015).

» The national average cost of a licensed child care center was even higher, at $826 per month for
an infant and $662 for a 4-year-old. The total of $1,488 per month is used in the ALICE Household
Stability Budget, which reaches beyond the Survival Budget to estimate family expenses at a
sustainable level. The cost of licensed child care would consume 85 percent of a child care worker’s
wages (Child Care Aware of America, 2015).

Research clearly and consistently shows that one of the most important determinants of successful
education outcomes is family income. As this report highlights, challenges in one area of a family’s
budget have consequences in other areas. Nowhere is this more apparent than in child development,
which requires safe housing; reliable transportation; nutritious food; and quality child care,
education, and health care. When there is not enough income to provide these essentials, children’s
educational achievement is affected.

Educational achievement has long-term consequences for earning potential, economic prosperity,
and community engagement. One of the most important consequences of families

being unable to afford quality child care and early education is that many children

enter kindergarten behind and cannot catch up. That lag has implications for grade
advancement, graduation rates, college attendance and graduation, career potential,

and lifetime earnings. And all of these factors have profound impacts not just on

children and families, but on the overall economic productivity of a town, county,

or state.



CHILD CARE AND EARLY EDUCATION

Quality early learning experiences are critical to the cognitive and language development of young children,
allowing them to gain pre-academic skills needed for success in kindergarten and beyond. With more than
65 percent of children under age six living in families where all available parents are working, having
access to quality, affordable child care is essential. Early care and education enables parents to work,
which enhances a family’s current and future earning potential. Yet ALICE families in search of quality child
care often encounter barriers of cost, access, and scheduling (Li, Farkas, Duncan, Burchinal, & Vandell,
2013; Coté, et al., 2013; Annie E. Casey Foundation, 2016).

For many ALICE families, quality child care and early education remain out of reach. In fact, the cost of two
children in family-based child care is more expensive than housing in every state in the United Way
ALICE Project (Figure 6). The cost of a licensed child care center is even higher.

Cost of Housing vs. Child Care, Household Survival Budget, 2014

B Housing

Source: U.S. Department of Housing and Urban Development (HUD), 2014a; and state child care agencies, 2014

Strategy 1: Choose Less Expensive Child Care Options

The majority of young children in the U.S. are not in organized, quality child care arrangements. In 2015,

11 million children under age five spent an average of more than 36 hours per week in child care, but only
10 percent of these arrangements met the quality requirements that produce positive outcomes (Child Care
Aware of America, 2015). The U.S. Census reports that nationally in 2011, only 24 percent of young children
were in an organized care facility (including licensed and accredited early care centers and preschools).
Forty-two percent were being taken care of by a relative, 11 percent were in another nonrelative care
arrangement (care by a babysitter, friend, or neighbor, or in a family daycare setting), and 25 percent had

no regular child care arrangement. Since the mid-1980s, the biggest changes in child care arrangements for
working parents have been the decline in nonrelative care (falling from 28 percent to 13 percent in 2011) and
the increased use of day care centers (from 14 to 20 percent by 2011) and father care (from 15 percent to 20
percent) (Laughlin, 2013).

The cost of child care is a major challenge for ALICE families. Formal child care options like facility-based
care are considerably more expensive than home-based care. In every state, the average cost of a licensed
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and accredited child care center for an infant is far higher than the cost of registered home-based care — as
much as 82 percent higher in Minnesota. In 2014, the average monthly cost of center-based care for an
infant nationwide was was $826; national costs ranged from $402 in Mississippi to $1,422 in Massachusetts,
and in states with ALICE Reports, they ranged from $479 in Louisiana to $1,179 in New York. Costs were
often higher in facilities that met the highest standards of accreditation. Nationally, one year of center-based
care for an infant costs more than a full year of in-state tuition and fees (without room and board) at public, four-
year colleges in 28 states and the District of Columbia. Cost also varies depending on whether people live in
rural or urban areas; the cost of child care in urban areas is 22 percent higher on average than in rural areas
(Child Care Aware of America, 2015; Child Care Aware of America, 2016).

ALICE families who cannot afford more highly regulated child care programs may opt for less expensive
options, including registered home-based care. The average cost of registered home-based child care for an
infant in the U.S. is $569 per month, but costs vary greatly among states, ranging from $331 in Mississippi
to $889 in Massachusetts. For a 4-year-old, the cost of registered home-based care ranges from $306 per
month in Mississippi to $836 per month in Alaska (Child Care Aware of America, 2015; American Community
Survey, 2014).

Some ALICE parents also have trouble finding licensed child care in their area. “Child care deserts,” or areas
with shortages of licensed child care options, are more likely to be located in low-income or rural areas.

In rural areas, the long travel time to work, lack of public transportation, and increased irregularity of work
schedules make conveniently located child care even harder to find (Malik, Hamm, Adamu, & Morrissey,
2016).

Consequences

Less academic preparation: Home-based care is more available in general and especially in rural
areas, where there are fewer child care facilities. Home-based care is the right fit for some ALICE
families, and many family child care providers offer high quality care. Overall, however, center-



based child care has been shown to offer higher quality academic preparation than informal settings,
equipping children with higher levels of math and reading skills as they enter kindergarten (Bassok,
Fitzpatrick, Greenberg, & Loeb, September/October 2016; Forry, et al., 2012).

Delays in intellectual and social development: Quality care and a supportive educational
environment are critical to the overall development of a child. A growing body of research has
shown that high-quality early care and preschool is especially beneficial to children from low-income
families, who tend to enter kindergarten 12 to 14 months behind their classmates in pre-literacy and
language skills. Children who attend high-quality preschool are more likely to have kindergarten
readiness skills and less likely to repeat grades and use special education services. They are more
likely to graduate high school, succeed in college, and thrive in their careers. Society also benefits
when children attend high-quality preschool: Each $1 spent on early learning brings an estimated
$8.60 in returns to society, with half of that return generated by higher income (U.S. Department of
Education, 2015).

Staffing disparities: Staffing is crucial to quality child care programs; less expensive care options
tend to have less experienced and well-trained staff. Care settings with more staff who are highly
trained and better compensated can offer higher-quality activities, more responsiveness, and more
stimulating, supportive care (U.S. Department of Education, 2015; U.S. Department of Health and
Human Services, 2000).

i Health and safety risks: Higher-quality settings are likely to have better health and safety practices.
E Formal child care centers (including child care facilities, Head Start programs, and pre-kindergarten

! programs) are usually licensed and many are accredited by state or nonprofit early childhood

E organizations, though requirements vary by state (Child Care Aware of America, 2016). Children in

: highly accredited facilities tend to have fewer respiratory and other infections and fewer playground

E injuries than children in other organized care settings. In fact, safety experts estimate that up to 90

E percent of injuries sustained at child care facilities could have been prevented through better safety

! awareness and prevention (Advisen, 2015; Sundby, 2016; U.S. Department of Health and Human

i Services, 2000).

Strategy 2: Pay More for Care Than the Family Budget Allows

One option some ALICE families choose is to pay more of their budget for child care than they can afford.
The U.S. Department of Health and Human Services sets the affordability guideline for household spending
on child care at 10 percent of household income. Yet in the ALICE Household Survival Budget for a family
with two children, the cost of child care equals approximately 25 percent of the family’s budget. And beyond
the cost of quality early education, there are additional expenses including care before and after child care
center hours and transportation to and from child care (U.S. Department of Health and Human Services,
2013).

Consequences

No money for other necessities: WWhen more money is devoted to child care, there is less available
for other necessities. For example, some ALICE families make a trade-off by living in substandard
housing, which can pose health risks to both children and adults, in turn raising health care costs for
both families and communities. In addition, when stability is compromised in areas such as food or
housing, children’s school performance often suffers and parents’ ability to support them decreases,
with broad and often long-term economic consequences (Child Care Aware of America, 2016; Gould
& Cooke, 2015).
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Having a child with special needs has been a challenge, emotionally and financially,

for Jessica, a single working mother from Martinsville, New Jersey. Her 11-year-old son,
who has autism, receives health insurance throughthe Children’s Health Insurance
Program, but she often has difficulty finding him affordable special needs programs
for after school, school vacations, and the summer. “My mom helps me by watching him
after school so | can work,” says Jessica, who works full time in an office. But summers
are difficult, when there are five weeks where he’s not in programs. “I just have to go
without pay or hope that my mom can

handle him for some of the time,”

she says. Making too much to qualify

for government assistance, she and

her son live paycheck to paycheck.

“That’s a little scary to think that if

| got sick or wasn’t able to work for

awhile, | don’t know what | would do,”

Jessica says. The only money she can

save is her tax refund at the end of

the year. She adds, “l just plan to put

that away for

my son.”

Photo courtesy of United Way

Lack of savings: ALICE families
who overpay for child care are often
not able to save for their child’s
future — for higher education, or an
unforeseen emergency. Without
savings, the family risks both further
instability and higher costs in health
care and social services over the
longer term (Child Care Aware of
America, 2013).

Increased debt: ALICE families with access to credit may borrow to get through this expensive
period, making the calculation that it is worth it for a parent to stay in the workforce and that future
earnings will be sufficient to pay off debt. Yet job circumstances often change, one parent may face
unemployment or a job with lower wages, or borrowing may take the form of a high-rate credit card
or alternative financial product. In these situations, families can find themselves unable to cover both
current household expenses and newly incurred debt (Adams & Hamdi, 2015; Traub & Ruetschlin,
2012; El Issa, 2015).



Strategy 3: Access Child Care Assistance

Many states and local communities have programs to make child care more affordable, including subsidies
and vouchers. Programs differ by state and community, and some local areas have additional nonprofit
assistance. Eligibility varies based on income, family size, and type and cost of care. Access to child care
assistance is often provided on the condition that a parent is working, looking for employment, or in school
full time. In most states, families are required to pay for a portion of their child care costs. The eligibility level
for assistance in most states is approximately 200 percent of the FPL, though in some states it may be as
high as 250 percent. At these levels, many ALICE families do not qualify for assistance, but they still struggle
to afford quality early care and education (Schulman & Blank, 2014).

Consequences

The benefit “cliff’: Parents juggling their roles as caregivers and income earners balance their
resources from wages, government assistance, and support from social networks such as family,
friends, and local service providers. Earning above a certain level can cause some ALICE families to
lose child care benefits (the “cliff” effect). In many cases, parents have to choose not to work extra
hours at their job, not to take a raise, or not to accept a job offer in order to remain eligible for their
child care subsidy (The Indiana Institute for Working Families, 2012; East & Roll, 2010; Randolph,
2014).

Strategy 4: Live in a District With Publicly Funded Preschool

Public preschools provide great savings to ALICE and poverty-level families. Between 2014 and 2015, 42
states and the District of Columbia offered state-funded preschool programs that collectively served almost
1.4 million children nationwide. These programs allowed 5 percent of 3-year-olds and 29 percent of 4-year-
olds to benefit from state-funded preschool, a significant increase from 14 percent of 4-year-olds in 2002.

In addition, federally funded Head Start programs brought the national public pre-K enroliment rate to 41
percent of 4-year-olds and 16 percent of 3-year-olds (National Institute for Early Education Research, 2015;
Reardon & Portilla, 2015). State-funded pre-K programs have been found to improve learning, especially for
economically disadvantaged children (The Pre-Kindergarten Task Force, 2017).

Consequences

Persistent gaps in care: State-funded preschool enables many children in low-income families to
attend preschool who otherwise would not have access. However, most publicly funded preschool
programs do not offer wraparound care (before and after school hours) or summer care. ALICE
families who work from 9 a.m. to 5 p.m. year-round need care from 8 a.m. to 6 p.m. (and often
longer) during the school year and over the summer. Some preschools offer wraparound care for an
added fee; many do not offer any programming during the summer. So while families may save costs
overall by using public preschools, they often still have to pay for wraparound and summer care or
patch together plans for those time periods that rely on uncertified caregivers, such as family, friends,
or in-home providers. During the school year, they also have to work out transportation between
those additional care sites and their preschool (The Pre-Kindergarten Task Force, 2017).

Inconsistent program availability: Finding publicly funded preschools is often difficult, as they
still only serve a small percentage of the population. Enrollment of 3- and 4-year-olds in state-
funded preschools has grown by only one percentage point since 2010, despite an overall spending
increase to over $6.2 billion nationwide in 2014 (National Institute for Early Education Research,
2015).
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The slow progress in national enrollment is due to a wide variation in state enroliment rates as
well as inconsistent funding at the state level. For example, during the 2014-2015 school year,
Washington, D.C., Vermont, Florida, and Oklahoma each served over 70 percent of their state’s
4-year-olds, while 12 states served fewer than 10 percent of 4-year-olds and 7 states had no
program at all. New York increased spending by $358 million from 2013 to 2014 to fund full-day
public preschool programs, while three other states decreased funding by more than $10 million
each (National Institute for Early Education Research, 2015).

Risk of lower-quality early education: The quality of publicly funded preschool also varies
between states. Out of the 42 states that have public preschool programs, only 6 met all 10 of the
quality standards set by the National Institute for Early Education Research; 7 states met fewer than
half of the standards. Inconsistent quality in preschool programs particularly affects families who
live in low-income or rural areas, which are less likely to have high-quality preschool facilities. When
preschool programs do not meet quality standards, they can lead to poorer educational outcomes
(National Institute for Early Education Research, 2015; Guptaa & Simonsen, 2010; Guernsey,
Williams, McCann, & Bornfreund, 2014).

Strategy 9: Go Without Child Care

Faced with challenges of cost and access, some ALICE families simply forgo child care. Nationally, child care
attendance remains closely tied to income, particularly in terms of preschool. In 2014, less than half of 3- and
4-year-olds in families earning under $50,000 a year were enrolled in preschool, whereas among families
earning more than $75,000 a year, 60 percent were enrolled, and among families in the top income quintile,
76 percent were enrolled.
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. Consequences

Lack of school readiness: While many young children thrive with stay-at-home parents, some who
don’t attend early care or preschool may not gain cognitive and language development and the pre-
academic skills necessary for success in kindergarten and beyond. Children may also miss out on
these skills if their communities lack early-childhood resources, ranging from libraries to enrichment
classes to playgrounds. These educational gaps tend to be much more difficult and costly to close as
children advance through elementary, middle, and high school (Center for Public Education, 2007;

Photo courtesy of United Way
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National Association for the Education
of Young Children, 2009; Obama White
House, 2014).

Loss of family income: One parent having
to forgo work limits a family’s current
income, future earning potential, and
retirement savings. It would cost a 26-year-
old mother $467,000 in lifetime earnings to
take five years off from a median-paying job
($30,253 in 2014) to care for her children
full time — an amount equal to a 19 percent
reduction in lifetime income (Madowitz,
Rowell, & Hamm, 2016).

Ashley, of Lafayette, Louisiana, was
doing great until her son turned five.
As a single mom, Ashley was able

to work nights, pursuing a career

as a restaurant manager, while her
mother watched her preschooler.

But as he was ready to enter
kindergarten, her mother moved back
to Texas, and Ashley was suddenly

without evening child care. She
couldn’t afford it on her salary, which was less than $8 an hour. “I decided to give up the
career | had been building,” she says. Instead, she found a job as a barista. “It was the
only work schedule | could find that would allow me to work from 8 a.m. to 3 p.m., while he
was in school,” she says. Now she feels trapped in her low-wage job. She can’t pay all of
her hills on time and had to apply for food stamps, but was twice denied. “I would love to
go to school to change my situation,” she says, but she can’t afford to miss a day of work.




Loss of education advancement: Nearly 25 percent of college students in the U.S., or four million
students, have dependent children themselves. Among low-income and first-generation college
students, the percentage is even higher. These parents face challenges of increased expenses due
to college tuition, increased demands on time for work, study, and parenting, and in many states,
difficulty finding child care on or near campus. Being a parent substantially increases the likelihood
of leaving college with no degree, with 53 percent of parents compared to 31 percent of nonparents
leaving college with no degree after six years (Institute for Women’s Policy Research, 2013; Rose &
Hill, 2013).

Strategy 6: Modify Work Schedules

In some ALICE families, one or both parents modify their work schedules to minimize child care hours or
conform to child care providers’ standard hours. This can be accomplished by working part time, working
night shifts, or doing home-based work. In many cases, one parent stops working entirely until children
reach school age. Most child care centers are more likely to be open during standard work hours only

— approximately 6 a.m. to 6 p.m. — making quality care increasingly harder to find for those who work
nonstandard hours. Likewise, as child care centers prefer to enroll students who pay a regular monthly fee,
families whose needs vary from month to month or week to week have a harder time finding arrangements
(Ben-Ishai, Matthews, & Levin-Epstein, 2014; Han, 2005; Rachidi, 2015; Golden, 2015).

Consequences

Reduced income: Working fewer hours reduces income, can decrease opportunities for
advancement, and makes ALICE families more vulnerable to the range of consequences discussed
throughout this report.

Difficulty of scheduling for low-income workers with nonstandard schedules: Trying to secure
work hours that mirror child care hours is especially problematic for the many low-wage workers who
have nonstandard schedules. This is an increasing problem with a changing workforce; by 2011, 28
percent of low-income workers (and 20 percent of all workers) worked nonstandard hours, outside
the 6 a.m. to 6 p.m. range or on weekends. These schedules often vary daily or weekly. Many
workers receive little advance notice about their schedules and are expected to be available at any
time (Enchautegui, Johnson, & Gelatt, 2015; Enchautegui, 2013; Lambert, Fugiel, & Henly, 2014;
Bensman, 2014).

Added family stress: Irregular work schedules and shift work, which keep parents from seeing
their children regularly, have a negative impact on relationships and create less stable home
environments (Hendrix & Parcel, 2013).

Loss of work-related child care benefits: Modifying a parent’s work schedule can limit an ALICE
family’s access to benefits and use of public preschool options. In many states, child care assistance
for low-income families requires documentation of work schedules and income, which prevents
workers with volatile hours and inconsistent income from qualifying for subsidies. In addition, some
states require the number of authorized care hours to match a consistent number of working hours,
which further complicates assistance for many low-income workers (Ben-Ishai, Matthews, & Levin-
Epstein, 2014).
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K-12 EDUCATION

The only cost for education included in the Household Survival Budget is that for child care, which is
essential in order for parents to work. Public K-12 education is one of the key ways students from ALICE
families can improve their circumstances. Yet the quality of public schools varies widely, and private school
tuition is out of reach for many low-wage workers.

One area of particular concern for ALICE households is the achievement gap for many students in K-12
public schools. On average, four groups of students — economically disadvantaged students; Black, Hispanic,
and Native American students (who are disproportionately lower-income); students with limited English
proficiency; and students with disabilities — perform lower on test scores throughout K—12 and have high
school graduation rates below the national average (Stetser & Stillwell, 2014).

Schools’ performance results are strongly correlated to household income. The more students in poverty who
are enrolled in a particular school, the lower that school’s average performance scores. In 2007, students
who were eligible for free lunches were two years of learning behind their classmates who were from more
financially secure families. Among children entering kindergarten, children from families earning below the
FPL scored the lowest on reading and math tests, while children with family income above 200 percent of the
FPL were the highest scorers (McKinsey & Company, 2009).

Strategy 7: Move to a Better Performing School or District

Past policy choices and an array of systemic forces — including housing discrimination — have segregated
many children in under-resourced neighborhoods with low-quality schools. Although neighborhoods and
schools are modestly more integrated by race than they were decades ago, significant racial segregation
persists. In most states, there is wide variation in school performance across school districts. Parents in
search of better performing schools can change schools, if school choice is available, or move to a different
neighborhood (National Center for Education Statistics, 2014; U.S. Department of Housing and Urban
Development (HUD), 2016).

Consequences

Long commute: Very few students in higher-income neighborhoods attend open enroliment
schools or charter schools outside their neighborhood school zones, but that percentage tends to
increase for students living in disadvantaged areas. For example, in Chicago in 2009, more than 20
percent of public school students attended open enroliment schools and another 7 percent chose
charter schools. These low-income students face the longest commutes to school, which adds time
and expense and limits opportunities for school activities and studying — challenges that similarly
achieving students in higher-income neighborhoods do not have to face (U.S. Department of
Housing and Urban Development, 2016; Burdick-Will, 2015; Denice & Gross, 2016).

More expensive housing: Most higher-performing schools are located in neighborhoods with

more expensive housing. In the top 100 largest metropolitan areas, housing costs almost $11,000
more per year near high-scoring public schools than near lower-scoring ones. Housing vouchers
have the potential to enable moves to areas of opportunity, but they have not worked in practice
because many landlords will not accept them. Most families with housing vouchers live near a school
that has 74 percent low-income students and ranks at the 26" percentile by state test scores (U.S.
Department of Housing and Urban Development (HUD), 2016).
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Strategy 8: Drop out of High School

Low-income students are the least likely to graduate high school, with a dropout rate of 11.6 percent among
students in the lowest income quartile, compared to 2.8 percent for students from families with the highest
incomes (National Center for Education Statistics, 2014).

Consequences

Lower wages: Dropping out of high school may have short-term benefits for those who can get

a job. And in all states studied by the United Way ALICE Project, most jobs do not require a high
school diploma. But these jobs predominantly pay less than $15 per hour and have few career paths
for advancement. As a result, in the long term, those without a high school diploma on average earn
less than those with higher education. In 2015, workers with less than a high school diploma earned
$494 per week compared to $697 for high school graduates, $782 for those with some college or
associate degree, and $1,155 for workers with a bachelor’s degree (Bureau of Labor Statistics
(BLS), 2016).

Lower lifetime earnings: The difference in the net earnings of a high school graduate versus

a high school dropout in the U.S. is $305,000 over that person’s lifetime, according to a 2009
estimate by the Center for Labor Market Studies at Northeastern University. The gap in lifetime
earnings between high school graduates and those who hold a bachelor’s degree is estimated to be
$830,800. Included in these calculations is income from tax payments minus the cost of government
assistance, institutionalization, and incarceration (Center for Labor Market Studies, 2009; Daly &
Benagli, 2014; Klor de Alva & Schneider, 2013; Tyler & Lofstrom, 2009; Carnevale, Rose, & Cheah,
2014).



The cost of not attending college is greater for young adults today than it has been in the past.
College graduates earned 51 percent more than those who only had a high school diploma in 2013,
compared to 36 percent more in 1995 and only 15 percent more in 1965. College graduates in 2013
were much more likely to be employed, and unemployment among high school dropouts was more
than three times higher than among those with a bachelor’s degree (Pew Research Center, 2014).

HIGHER EDUCATION

Fewer than half of low-income students attend college immediately after high school, while

80 percent of children from high-income families do. In 2013, only 14 percent of students of low
socioeconomic status attained a bachelor’s or higher degree within eight years of graduating high school
— and young adults with a bachelor’s degree earned 62 percent more than those with only a high school
diploma ($48,500 vs. $30,000 per year) (National Center for Education Statistics, 2015).

The obstacles to higher education for students in ALICE families include lack of an educational foundation
to succeed in college as well as financial constraints. Without the minimum preparation in K—12, many low-
income students do not have the skills needed to do well in college, such as sufficient reading and writing
abilities. Some of these can be mastered in college, but that takes time away from requirements to earn a
college degree, costing more in time and money.

Strategy 9: Forgo or Don’t Complete College

Many students in ALICE families do not have the resources either to afford college tuition or to forgo
earnings while attending college. Though many students have part-time jobs in college (40 percent of full-
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time students and 76 percent of part-time students in 2013), they often cannot earn enough to support
themselves, meet their family obligations, and pay tuition. Working can also negatively impact grades and
delay graduation, prolonging the period of little or no income while adding to tuition costs (National Center for
Education Statistics, 2016; Carnevale, Smith, Melton, & Price, 2015).

Consequences

An increasingly competitive labor market: Young adults entering today’s labor force without a
college degree face increasing levels of financial hardship. Twenty-two percent of 25- to 32-year-
olds with only a high school degree were in poverty in 2012, compared to 6 percent of college-
educated young adults. This difference is much greater than it was for previous generations. Among
Generation Xers, 15 percent of young adults with only a high school diploma were in poverty
compared to 3 percent of college graduates; among Baby Boomers in 1979, only 7 percent of
those with only a high school diploma were in poverty compared to 3 percent of college graduates.
Additionally, the difference in annual income between young adult college graduates and those

with only a high school diploma has increased from around $7,500 in 1965 to $17,500 in 2012,
accounting for inflation (Pew Research Center, 2014).

Strategy 10: Take on Student Loan Debt

Tuition debt has increased over time, and many students now incur ongoing loans. Student debt is often

a reason young adults become ALICE. Seven in 10 students (68 percent) who graduated from public and
nonprofit colleges in 2015 had student loan debt, and owed an average of $30,100 (Project on Student Debt,
2016). When students drop out of college, they are often saddled with loans, yet they miss out on earning a
degree that would lead to a higher income and the ability to repay those loans.

Consequences

Higher loan default rates: More Americans than ever before are attending college, but more are
also dropping out and defaulting on their loans. In 2015, 59 percent of adults had completed some
college, but less than half of them had received a bachelor’s degree. Students who did not receive

a degree or who received an associate’s degree are more likely to have debt that they cannot repay.
Students earning an associate’s degree at a public two-year institution were three times as likely to
default on student loan repayments as students studying at four-year private, nonprofit institutions.
Nationally, 58 percent of borrowers whose student loans came due in 2005 hadn’t received a degree,
according to the Institute for Higher Education Policy. Of those without a degree, 59 percent were
delinquent on their loans or had already defaulted, compared with 38 percent of college graduates
(Cunningham & Kienzl, 2011; Ryan & Bauman, March 2016).

Less money for current expenses or savings: Money spent on debt means that less money is
available to save for future expenses such as buying a home or retirement, and less is available
should an emergency arise in the present. That lack of savings creates a vicious cycle of financial
instability for ALICE families, and increases the risk of higher costs for health care and social
services over the longer term (Belsky, Goodman, & Drew, 2005; National Low Income Housing
Coalition, 2016).



BROADER COSTS OF LOWER-QUALITY OR UNAFFORDABLE CHILD
CARE AND EDUCATION OPTIONS

Not being able to afford quality child care or access a quality K-12 education has consequences not only for
ALICE, but also for the strength of the local economy and the future of the wider community:

» Lack of adequate early education affects school and work performance. Inadequate or no child

care negatively affects parents and employers, resulting in absenteeism, tardiness, and low productivity.
Businesses lose an estimated $4.4 billion annually due to employee absenteeism caused by child care
breakdowns. Sixty-five percent of employees with children see their work schedules affected by child
care issues an average of 7.5 times in a six-month period (Haskins, 2011; Child Care Aware of America,
2015; Child Trends, 2011; Alliance for Excellent Education, 2011; Alliance for Excellent Education, 2013;
Garcia, 2015).

Universal preschool rollouts change private preschool economics. In addition to publicly funded
preschool programs for low-income families, some districts have started to implement universal
preschool — free preschool provided or funded by a public school district for all students — which
increases the amount of formal child care available to all families. However, depending on whether
universal preschool is provided by the public school system or funded by them through vouchers to
private care providers, there can be a shift in the local preschool economy. When universal preschool
becomes available, “crowd-out” can cause private preschools to lose revenue, though they can make
some of it back through after-school care (Center for Nonprofit Management, 2014; Bassok, Fitzpatrick,
& Loeb, December 2012).
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« Closing the education achievement gap would be economically beneficial not only for ALICE
individuals and families, but for all U.S. residents. The lack of a basic education has repercussions
society-wide, including lower tax revenues, greater public spending on public assistance and health
care, and higher crime rates. According to the Alliance for Excellent Education, raising the 2013 high
school graduation rate to 90 percent would have generated a $7.2 billion increase in earnings and a
$1.1 billion increase in federal tax revenues (Communities in Schools, 2015). In addition, a study by
McKinsey estimated that closing the income gap for 15 years would have increased the GDP a decade
later by 3 to 5 percent (Tyler & Lofstrom, 2009; Center for Labor Market Studies, 2009; Center for Labor
Market Studies, 2009a; McKinsey & Company, 2009).

* People with lower levels of education are often less engaged in their communities and less able
to improve conditions for their families. More than half of those without a high school diploma report
not understanding political issues while 89 percent of those with a bachelor’s degree have at least some
understanding of political issues. Similarly, having a college degree significantly increases the likelihood
of volunteering, even controlling for other demographic characteristics (Baum, Ma, & Payea, 2013;
Campbell, 2006; Mitra, 2011).

FUTURE TRENDS: CHILD CARE AND EDUCATION FOR ALICE
FAMILIES
Trends in Child Care

The number of families with children has been decreasing for the last decade. As the composition

of families has changed, the number of married-couple families has fallen (though they are still the largest
group), and the number of single-parent families — both male- and female-headed — has increased. Although
more than half of single-parent households include another adult in the household, single-parent families are
still more likely to be in poverty or to be ALICE. The trend, then, is toward fewer families with children, but
more who are struggling. This puts pressure on child care providers to provide care at lower costs (Vespa,
Lewis, & Kreider, 2013).

The child care facility industry is dominated by single proprietors, who run businesses susceptible
to changes in the job market. More than 80 percent of child care operators are sole proprietors, who are
small businesses susceptible to fluctuations in local conditions — including availability of jobs and wage
levels for local parents. They are also challenged by the low reimbursement rates of vouchers, which have
not kept pace with costs. Larger child care centers were able to weather the Great Recession, when many
families cut back on child care hours or stopped attending altogether. However, many centers that were
heavily reliant on vouchers have been forced to close or downsize (Laughlin, 2013; U.S. Small Business
Administration, 2016; Brown & Traill, 2006; SBDCNet, 2014).

Given the ongoing issues with cost and availability of child care, it is expected that regular child care
arrangements with a relative will continue to be the most commonly used form of care. The cost of
both center-based and home-based child care, even with sliding-scale fees and vouchers, means that many
ALICE and poverty-level families cannot afford formal care. Without the expansion of public support, the 25
percent share of children who have no regular child care arrangements at all will persist, or even increase
(Laughlin, 2013).



Low-paid child care workers are ALICE. The average wage for child care workers is approximately $10 per
hour ($20,000 annually if full time) — so low that nearly half of child care workers receive public assistance.

A recent report released jointly by the U.S. Department of Health and Human Services and the U.S.
Department of Education makes clear that low compensation undermines child care quality. The quality of
any early learning setting is directly related to the quality of its staff. If pay is too low, workers are susceptible
to tardiness, absences, and stress from their own living situations. In addition, there is no incentive for
workers to obtain specialty training (Ludden, 2016; U.S. Department of Health and Human Services and U.S.
Department of Education, 2016).

Trends in Education

ALICE households have few means to change the educational trajectory that places low-income students in
poorer quality schools and increases their risk for not graduating high school or not attending or completing
college. There have been several national attempts at education reform in recent decades, with mixed
results.

The role of charter schools is increasing. One response to the persistence of the achievement gap and
the perception that public schools are not meeting the needs of many students has been the creation of
charter schools. Charter schools are publicly funded but run by independent nonprofit boards; management
can be either nonprofit or for-profit, but currently there are very few for-profit operators. The ability of charter
schools to improve school performance and close the achievement gap for students of color and those from
low-income families is the subject of nationwide debate.

E Since 2000, charter school enroliment has increased from 0.3 million to 2.3 million nationwide, with 4.6

i percent of public school students attending a charter school. The efficacy of charter schools varies greatly
H from school to school and state to state. According to a 2015 Center for Research on Education Outcomes
E study, urban charter schools have been especially effective for students in poverty, who gain the equivalent
E of 40 days of additional learning per year in math and 28 additional days in reading compared to traditional
5 public school students (CREDO, 2015).

Earning potential will continue to be tied to education — and specifically to college majors. For
students who do attend and graduate from college, there is a wide disparity in employment and earnings
based on their major. Degree majors that provide technical training (such as engineering, math, or computer
science), or majors that are geared toward growing parts of the economy (such as education and health)
have done relatively well. At the other end of the spectrum, those with majors that provide less technical and
more general training, such as leisure and hospitality, communications, the liberal arts, and even the social
sciences and business, have not tended to fare particularly well in recent years. This has led to a relatively
new phenomenon of well-educated households not being able to afford basic necessities. For example,

the median annual salaries of college-educated workers age 25 to 59 years old range from $39,000 for an
early childhood educator to $136,000 for a petroleum engineer (PayScale, 2014; Abel, Deitz, & Su, 2014;
Carnevale, Cheah, & Hanson, 2015).
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FO0D

Food is the most basic of all needs. In a country with vast
agricultural resources, it may seem surprising that any family
faces hunger. Yet
13 percent of U.S.

households were “food T R AT E I E
insecure” (a term that describes hunger) at

some point in 2015, including 17 percent of
households with children.

What do ALICE and poverty-level
The U.S. Department of Agriculture (USDA) hllllSEhﬂl[IS [I0 when they cannot
defines food insecurity as the lack of access,

at times, to enough food for an active, healthy afford the food they need?
life for all household members and limited or
uncertain availability of nutritionally adequate
foods. This includes both households with
low food security (lower quality, variety, and
desirability of food) and those with very low
food security (multiple instances of disrupted
eating patterns and reduced food intake). Food :
insecurity is most widespread among the lowest 3: Fnrgu Other Essentials
income groups, and it is often a recurrent
situation. USDA national data has found that
on average, affected households were food
insecure for seven months of the year. Chronic
food insecurity leads to less healthy eating and
increased stress, which both contribute to poor
health (Coleman-Jensen, Rabbitt, Gregory, & Singh, 2016).

Eat Less Food and Less
Healthy Food

92:  Seek Food Assistance

Having enough food is a basic challenge for ALICE and poverty-level households. The cost of
food in the Household Survival Budget is based on the USDA’s Thrifty Food Plan, the most
minimal of the agency’s four food plans. Yet the gap between how much ALICE families need
for food and what they can afford to spend shows up clearly in Figure 7, which compares
three different monthly food budgets for a family of four to the monthly salary of a full-time
employee working as a packer. In the U.S., 693,170 ALICE workers packaged a wide variety
of products and materials (including food) by hand at an average hourly wage of $11.08, or
$22,160 annually (if full time, year-round) in 2014 (Bureau of Labor Statistics, 2014).

This section presents the best research available on the hard choices that struggling families are making every day when they do not have
enough money for food, and the consequences of those choices. These are not policy recommendations, but information and analysis that can

help stakeholders create the most effective solutions for their communities.
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Monthly Food Costs and Percentage of an ALICE Income, 2014
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Source: U.S. Department of Agriculture, 2014, Bureau of Labor Statistics, 2014 and 2014a; and U.S. Department of Health and Human Services, 2014

» Both the ALICE Household Survival Budget and the federal Supplemental Nutrition Assistance Program
(SNAP, formerly food stamps) are based on the USDA’s Thrifty Food Plan, which allocated $568 per
month for a family of four (two adults and two children under the age of five) in 2014 — almost one-third
(31 percent) of a packer’s wages (U.S. Department of Agriculture, 2014).

» The Federal Poverty Level (FPL) was originally developed using the rule that food accounts for one-
third of the family budget. In 2014, one-third of the FPL for a family of four was $674 per month — more
than one-third (36 percent) of a packer’s wages (Fisher, 1992; U.S. Department of Health and Human
Services, 2014).

» The Consumer Expenditure Survey (CES) estimate of what a family actually spends on food, both at
home and away from home, is $901 per month — almost half (49 percent) of a packer’s wages (Bureau
of Labor Statistics, 2014a).

Strategy 1: Eat Less Food and Less Healthy Food

When ALICE and poverty-level households do not have enough money for food, they not only reduce the
amount of food they eat, but they eat fewer healthy foods, which are typically more expensive.

According to a recent national survey from Feeding America, buying inexpensive, unhealthy

food is the most commonly reported coping strategy for food insecure families (reported by

78.7 percent of respondents), followed by buying food that has passed its expiration date

(56 percent) (Feeding America, 2014).



In addition to cost, work schedules limit healthy food options for many ALICE and poverty-level families.
Many low-income households work long hours and do not have the time required to shop for and prepare
low-cost meals. The USDA acknowledges that the Thrifty Food Plan — the lowest of the federal government’s
four family food budgets — requires skill in buying and cooking foods that need a lot of home preparation time
with little waste (Hanson, 2008; Leibtag & Kumcu, 2011; AARP, 2015; Drewnowski & Eichelsdoerfer, 2010).

Proximity to full-service grocery stores is also a problem. Many low-income neighborhoods have minimal
access to fresh food, which makes it hard for ALICE and poverty-level families to cook at home. Nationally,
37.7 percent of adults and adolescents eat less than an average of one fruit or vegetable per day. This may
be explained in part by the fact that 30.5 percent of U.S. neighborhoods do not have healthy food retailers
within a half-mile (Centers for Disease Control and Prevention (CDC), 2013).

Consequences

Poorer health: Food insecurity affects health first and foremost, and the health problems that it
g contributes to have consequences for school performance, work productivity, and levels of chronic
stress. Numerous studies have shown associations between food insecurity and the general
problems of low energy and poor nutrition, as well as specific adverse health outcomes such as
coronary heart disease, cancer, stroke, diabetes, hypertension, and osteoporosis. These effects
are especially pronounced for children, seniors, and those with existing health problems (Fuller-
Thompson & Redmond, 2008; RTI International, 2014; Hickson, Cuba, Weiss, Donofrio, & Cook,
2013; The Aspin Institute, 2016; Feeding America, 2014; Hickson, Cuba, Weiss, Donofrio, & Cook,
2013a; Seligman, Laraia, & Kushel, 2010; Gundersen & Kreider, 2009).

UNITED WAY ALICE REPORT - THE CONSEQUENCES OF INSUFFICIENT HOUSEHOLD INCOME



* For children, lack of sufficient food can cause developmental delays and lack of nutritious food
can cause health problems, all of which can impact learning in the longer term.

» For seniors, lack of sufficient and nutritious food can accelerate declines in health and cognitive
function and exacerbate chronic diseases.

» For working-age adults, lack of sufficient and nutritious food can lead to development of
chronic diseases (such as diabetes and heart disease) and contribute to mental health issues
(such as depression). Food insecure adults in the workforce may be less productive and have
higher rates of absenteeism.

* Food insecurity and obesity are linked: Though hunger can cause people to be
undernourished and underweight, it can also result in people being undernourished and
overweight. Obesity and its associated chronic health problems are increasing for all income
groups, but it is not surprising
that low-income families with
less money to buy healthy
food are even more likely to be
obese. For ALICE and poverty-
level families, the stress of food
insecurity and other financial
pressures can also contribute to
weight gain. In addition,

The biggest struggle for Rebecca,
a single mother from Connecticut, §
is finding enough money to feed ;
her family healthy food. Rebecca
works full time while pursuing a i
master’s degree. After she pays all
her hills - rent, child care, student §
loans, medical bills, car payments, ;
and utilities - she has little left for food, clothes, and incidentals. Fresh, healthy fruits
and vegetables are not cheap and are the first thing to go. Although she knows how i
important it is to feed her kids healthy food, she ends up choosing cheap, less healthy,
but filling food. “My son is now overweight, and | think that it is because | can’t afford §

to buy healthy food,” she says. “If you could see a picture of him three years ago,
when finances were not an issue for me, versus now, he’s gained 14 [bs. in one year.
| feel like I've let him down as a mother. It's my responsibility to teach him healthy
eating habits.”

Photo courtesy of United Way




low-income families have fewer opportunities for physical activity because of long hours at
work and poor access to recreational spaces and facilities (Commonwealth Fund, 2013; Food
Research and Action Center; Hartline-Grafton, 2011; Kim & Leigh, 2010; National Institute of
Diabetes and Digestive and Kidney Disease, 2012; Ogden, Carroll, Fryar, & Flegal, November
2015).

Strategy 2: Seek Food Assistance

The second most common strategy among families who cannot afford enough food is to seek federal or
charitable food assistance. The use of government food programs, as well as soup kitchens, food pantries,
and food banks, has increased steadily through the Great Recession to the present. Supplemental Nutrition
Assistance Program (SNAP, formerly food stamps) benefits have proven to be effective in combating hunger
and poverty; SNAP beneficiaries experience less food insecurity, fewer sick days, and fewer hospital and
doctor visits. SNAP and the Special Supplemental Nutrition Program for Women, Infants, and Children
(WIC) together improve short-term and long-term maternal and child health outcomes and bolster children’s
academic achievement (Betley, Szanton, Samuel, & Cahill, 2016; Furman, Munoz, & Black, 2015; U.S.
Department of Agriculture (USDA), 2013).

» SNAP: Eligibility for SNAP varies by state, ranging from 130 to 200 percent of the FPL. Enrollment in
SNAP increased by 69 percent from 2008 (the beginning of the Great Recession) to 2013. During that
time, average monthly participation increased from 28.2 million to 47.6 million people, though increases
varied by state. The overall increase was the result of greater need as income declined and more
households became eligible, along with the 2009 American Reinvestment and Recovery Act, which
boosted SNAP eligibility and outreach. Funding for these efforts expired in 2013, at which point SNAP
enrollment slowed as some individuals no longer qualified and many others had their benefits reduced
(Dean & Rosenbaum, 2013; U.S. Department of Agriculture (USDA), 2016; Betley, Szanton, Samuel, &
Cahill, 2016).

» WIC: WIC enrollment similarly peaked after the Recession, but much less dramatically. In 2010, the
year of highest program enrollment, 9.2 million families participated in WIC at an average monthly
cost of $41.43 per person (U.S. Department of Agriculture (USDA), 2016a). As with SNAP, caseloads
and benefits have decreased since (National WIC Association, 2011; WIC, 2016; U.S. Department of
Agriculture Food & Nutrition Service, 2016).

* Food pantries: Many households also rely on food pantries, and use is highly correlated with
economic indicators like long-term unemployment. In New York State, food pantry use rose from
2006 through 2012, with the lowest-income households needing continued assistance even after the
Recession had officially ended. Nationally, the number of unique clients served by Feeding America
programs increased by roughly 25 percent from 2010 to 2014 and reached 46.5 million people in 2014
(Shackman, Yu, Edmunds, Clarke, & Sekhobo, 2015; Feeding America, 2014).

Consequences

Assistance not easily accessible: Many ALICE families are entering the world of public assistance
for the first time, and navigating that world can be complicated at first. There is the challenge of
gathering information about what is available, and then qualifying for programs. Soup kitchens, food
banks, and food pantries do not have income-based eligibility requirements, so many families turn to
them first, but they may have limited access without transportation (U.S. Department of Agriculture
(USDA), 2010; U.S. Department of Agriculture (USDA), 2010a; U.S. Department of Agriculture
(USDA), 2012).
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Stigma: For many families, using public food assistance also brings an emotional toll. Some in need
do not use free food assistance for a number of reasons, including moral objections to taking food
from others, embarrassment, racial stereotyping, and invasive questions about proof of eligibility that
are seen as burdensome and degrading (Wimer, Wright, & Fong, 2013; Bertmann, et al., 2014).

Eligibility limits: Not all hungry families can access federal food benefits. Eligibility limits for SNAP
or WIC benefits are 130 percent to 200 percent of the FPL for families, which is below the ALICE
Threshold in most areas. As a result, there are many food insecure households — especially those
without children — who are often not eligible for public assistance and rely mostly on nonprofit food
assistance where available (Betley, Szanton, Samuel, & Cahill, 2016).

Insufficient federal food benefits: A recent Institute of Medicine (IOM) report found that most
SNAP benéefit levels (which are established by the USDA's Thrifty Food Plan) are based on
unrealistic assumptions about the cost of food, preparation time, and access to grocery stores. As
a consequence, they do not provide adequate resources for a sustainable, healthy diet, especially
with the continued increase in the cost of food staples and decreases in SNAP and WIC benefits.
The White House Council of Economic Advisors found that the vast majority of SNAP benefits run
out by the end of the second or third week of every month, leaving households without enough food
(Institute of Medicine (IOM), 2013; Food Research and Action Center (FRAC), 2012).



Strategy 3: Forgo Other Essentials

ALICE and poverty-level households often neglect other needs in order to afford food, most frequently
forgoing much-needed medical care. They are more likely than other households to have no regular source
of medical care and to postpone purchasing or taking medications. Children in food insecure households are
also more likely to skip recommended well-child visits (Ma, Gee, & Kushel, 2008). Dental care is even more
likely to be ignored, with many food insecure households reporting that they had not visited a dentist in the
last five years (Harrison, 2003; Chi, Masterson, Carle, Mancl, & Coldwell, 2014).

The other key area that competes with paying for food is paying for housing. In a survey commissioned

by Feeding America, 57 percent of respondents reported choosing between food and rent or mortgage
payments. Up to 69 percent could not cover the costs of both food and utility bills in the previous year, and
34 percent faced that dilemma every month (Feeding America, 2014).

Consequences

Less money for other necessities: As an ALICE family’s food costs rise, other current needs are
compromised, including doctors’ appointments and medicines, child care, heat and other utilities, or
housing itself. These deprivations, as well as the stress they cause, can increase the need for health
care, which becomes yet another expense.

Less money for savings: Choosing food over other essentials also means that less money is
available to save for future expenses such as higher education or retirement, and less is available
should an emergency arise in the present. That lack of savings creates a vicious cycle of financial
instability, and increases the risk of higher costs for health care and social services over the longer
term (Belsky, Goodman, & Drew, 2005; National Low Income Housing Coalition, 2016).

THE BROADER COSTS OF FOOD INSECURITY

Not having sufficient income to afford enough food or healthy food has consequences not only for
ALICE’s health, but also for the strength of the local economy and the future health care costs of the wider
community:

* Many of the strategies people use to avoid hunger are not sustainable, particularly eating cheaper,
less healthy food and selling or pawning personal property to have money for food. In fact, these
strategies are likely to lead to more families becoming ALICE or slipping into poverty, either through
poor health and additional health care costs or reduced assets to weather an unexpected emergency
(Feeding America, 2014).

* In 2014, the U.S. spent an estimated $160 billion on health care costs related to hunger and food
insecurity, as estimated by the Bread for the World Institute. These costs are borne substantially by
Medicare and Medicaid, but also by employers and communities. Adults and children suffering from
food insecurity are more likely to have no source of usual health care or to ignore health problems until
they become severe. As a result, they are more likely to need hospitalization and to visit emergency
rooms (Ma, Gee, & Kushel, 2008; Weiser, et al., 2012; Kushel, Gupta, Gee, & Haas, 2006; Cook &
Poblacion, 2016; Seligman H., 2016).
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FUTURE TRENDS: FEEDING ALICE

More young adults are using food pantries. Food pantries are used by households of all ages, but they
have been growing significantly as a resource for people under the age of 25, the group most likely to be
ALICE or to be in poverty in all states included in the United Way ALICE Project. Reports consistently find
higher rates of food insecurity among college students — 59 percent among students at Western Oregon
University, for example — and private charitable contributions through food pantries have responded
accordingly. Across the country, the number of university-affiliated food pantries rose from four in 2008 to 121
in 2014, and colleges continue to build them (Bahrampour, 2015).

The number of people receiving long-
term food assistance is increasing.
There has been a shift in the use of food
pantries since the Great Recession. Food
pantries continue to be used as emergency

Robert, a 30-year-old living in

Lansing, Michigan, is so worried

about putting food on the table for

his wife and son that he has donated

plasma for a fee. Despite working

for an auto parts supplier, Robert

brings in just enough money to pay

the bills, but not always enough for

the food bill. “Towards the middle

of the week, there are times | go

without lunch so | can make sure

there is enough food in the house for my wife and son,” he says. He works a union job,
but has to pay 20 percent of his health insurance (about $200 a month) and pays child
support to his ex-wife for his two other children, who live with her. “Now that my son is
getting older, we find it more difficult to get him what he needs for school and for other
activities he wants to do as an 8-year-old,” Robert says. They live in a modest home and
Robert drives an old pickup truck. Despite their struggle, Robert donates to the local
United Way and to his church, where he also volunteers every Friday night. “We don’t
have much but we try to give back to our community where we live,” he says. “Life is
such a struggle that at times | wonder what it’s all about. Then a small voice tells me
it’s about the future and the next generation. That's what keeps me going.”

Photo courtesy of United Way




food assistance for families in a crisis. But with changes in the economy, many low-wage workers — even
those with public assistance benefits — are now forced to use food pantries on a regular basis. In fact, in a
recent study, more than half (59 percent) of persistent users — those who relied on food pantries for more
than two years — also participated in SNAP. Another large group of persistent users are seniors, who are
forced to turn to food pantries despite receiving Social Security or disability benefits (Kaiser & Cafer, 2016;
Kicinski, 2012; Feeding America, 2009).

Many long-term clients have serious health problems, and using food assistance can make some of those
problems even worse. Feeding America’s 2014 national survey of food bank clients found that 33 percent live
with someone who has diabetes and 58 percent live with someone who has high blood pressure. Feeding
America has started to shift towards providing more healthy food. Fresh produce is the most likely to be
missing from low-income diets because of cost and accessibility. More food pantries are working with local
farms so they can offer fresh produce (Treuhaft & Karpyn, 2010; Pipkin, 2016; Bell, Mora, Hagan, Rubin, &
Karpyn, 2013; County Health Rankings, 2016; Feeding America, 2014).

As the U.S. population ages, the number of food insecure seniors (65 and over) is also increasing.
While the proportion of seniors who are food insecure is slightly lower than that of the general population,
at 8.4 percent, the actual number is increasing. Due to both increased financial hardship and the aging
population, the number of food insecure seniors more than doubled from 2001 to 2011, to 4.8 million
(Feeding America, 2013). Other metrics, using different parameters and a slightly younger cohort (as
young as 60), find even higher rates of food insecure seniors. A study from researchers at the University of
Kentucky and the University of lllinois estimated that 9.6 million people 60 and older, approximately 1 in 6,
had difficulty accessing food at some point during the year in 2013 (Varney, 2015).

The problem is particularly acute for non-White seniors, those with multiple generations in a household, and
those with lower income. Seniors with grandchildren living with them are three times as likely to be food
insecure as others, and among a sample of low-income seniors, only 39 percent reported having stable food
security (Sharkey, Xu, & Dean, 2013). This problem will worsen as seniors grow both in number and as a
share of the population.

When seniors face food insecurity, the consequences can be more serious than they are for younger people.
Food insecure seniors face significantly reduced levels of iron, protein, vitamin A, and calcium, even when
controlling for other known risk factors for poor health such as race, income, and age. They are 60 percent
more likely to experience depression, and are at higher risk of needing acute medical care (Feeding America,
2013).
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TRANSPORTATION

Because most low-wage workers have to be on-site,
transportation is crucial to them, and it also determines how
easily a family
can reach doctors,

grocery stores, and
schools. Yet low-income families may not

be able to lease or buy a car or find housing
near public transit. This creates a wide range
of possible consequences for all members of the
household.

What do ALICE and poverty-level
households do when they cannot
afford transportation?

Transportation, especially the cost of a car,
consumes a significant portion of a low-
income household’s budget, and that cost has
increased over the last decade. The most basic
transportation cost, as reported in the average

Forgo Other Expenses to Buy

Household Survival Budget for a single adult, and Maintain a Car
is $341 per month, or $4,092 annually (21
percent of the budget). For a family of four, the * Minimize Car Expenses
cost is $680 per month, or $8,160 annually (15
percent of the budget). However, costs vary greatly = Avoid Insurance, Registration,
among states and regions, with households in and Paying Traffic Fines

more rural areas paying more than households
in largely suburban metro areas. For example,
among single-adult households, the cost of
transportation accounted for 14 percent of
all expenses in the Survival Budget for New
Jersey but almost 25 percent in lowa.

Move Near Public Transportation

Even in metro areas, however, transportation costs are high. A recent study found that
moderate-income households in the nation’s 25 largest metro areas (those with an average
income of $44,566 per year) spent 27 percent of household income on transportation expenses,
an average of $11,912 annually. In addition, these expenses increased by 33 percent between
2000 and 2011, reflecting rising gas prices and growing populations living in suburbs (Hickey,
Lubell, Haas, & Morse, 2012; Hoopes, 2016).

The gap between how much ALICE families need for transportation and what they can afford
to spend shows up clearly in Figure 8, which compares three different monthly transportation
budgets for a family of four to the monthly salary of a full-time security guard. Just over 1
million ALICE workers are security guards, earning an average hourly wage of $13.48, or
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$26,960 annually (if full time, year-round) (Bureau of Labor Statistics, 2014). This job usually requires a car
due to work locations and hours.

Monthly Transportation Costs and Percentage of an ALICE Income, 2014

$2,500
$2,000
= $1,500
% 1,000 42% of Income
= ' 31% of Income
$500
3% of Income
SU ..............
Public Transportation Running Cost of Car Leasing a Car Security Guard
(if availahle, used in Household (used in Household $13.48/hour
Survival Budget) Survival Budget) ($26,960 annual)
I Transportation Options ALICE Job (Monthly Wages)

Source: Bureau of Labor Statistics, 2014 and 2014a

* The ALICE Household Survival Budget uses the cost of public transportation where available because
it is much less expensive than the cost of a vehicle — only $77 per month on average, which represents
only 3 percent of a security guard’s salary. However, there were only 56 counties (out of the 3,143
counties in the U.S.) where more than 8 percent of commuters used public transportation to get to work
in 2014 (American Community Survey, 2014a).

» Where public transportation is not available, the ALICE Household Survival Budget uses the running
cost of a car as measured by the Consumer Expenditure Survey (CES) estimate of what a family
actually spends on gas and maintenance. On average, this totals $692 per month nationally, slightly
less than AAA's estimate of $740. Yet this is still almost nine times higher than the cost of public
transportation and represents 31 percent of a security guard’s wages (Bureau of Labor Statistics, 2014;
AAA, 2014).

« To fully reflect the cost of owning a vehicle, Figure 8 also includes the running cost of a vehicle plus the
cost of leasing a car. On average, this totals $945 per month in the U.S., or 42 percent of
a security guard’s wages (Bureau of Labor Statistics, 2014). When ALICE families live
farther away from work, their transportation costs increase above these levels.



Strategy 1: Forgo Other Expenses to Buy and Maintain a Car

Public transportation is significantly cheaper than owning or leasing a car (Figure 8), but it does not exist in
most parts of the country. Therefore, employment in most areas requires access to a reliable vehicle, which
adds significant expense to a family budget. Nationally, 86 percent of workers either drive to work alone or
carpool, indicating that most households own at least one car. Rates vary across the country; for example,
in the 15 states studied so far bythe United Way ALICE Project, New York households had the lowest rate
of vehicle access at 70 percent, while 96 percent of Idaho households had a vehicle (Pew Research Center,
2016; Baum, 2009; Hoopes, 2016).

Consequences

Less money available for other necessities: The cost of owning and maintaining a car forces
many families to reduce spending on other necessities like healthy food, prescriptions, or
preventative medical care. Research shows that increased car expenses also take away from
investments — particularly housing investments that could help a family accumulate wealth (Agrawal,
Blumenberg, Abel, Pierce, & Darrah, 2011).

Strategy 2: Minimize Car Expenses

Because leasing or buying a new car in the U.S. is too expensive for many ALICE families, they choose
less expensive vehicles and keep them for longer. The median car value for low-income families is $4,000,
or about one-third of the $12,000 median value of cars owned by middle-income families. While these
older cars are more affordable up front, they are more likely to be less fuel-efficient and to break down and
require repairs, adding ongoing expense over time (AAA, 2016; U.S. Department of Housing and Urban
Development (HUD), 2014, Bricker, Kennickell, Moore, & Sabelhaus, 2012).

Consequences

Disruption of work schedules: When ALICE cannot afford car maintenance, especially for

g older cars, those vehicles are more likely to break down and need costly repairs. Disruption in
transportation can prevent ALICE and poverty-level families from getting to work or add time and
cost to reaching their jobs, resulting in tardiness and absenteeism (Bricker, Kennickell, Moore, &
Sabelhaus, 2012; Criden, 2008; Community Transportation Association of America, 2011; Board of
Governors of the Federal Reserve System, 2013).

Limited school choice: Access to transportation sometimes determines the number of child care
facilities and school choice options that are available to an ALICE family. Limited or no access to a
car means that some families struggle to access quality child care, or incur greater costs to get a
child to a quality program. It can also lead to extra “late pickup” fees if transportation is unreliable.
In addition, the lack of a car means that a family can only access local schools or those available by
public transit, which can prevent students from attending a charter school or a public school with a
specialized program outside their immediate school zone (Center for Transit Oriented Development,
2012; Dawkins, Jeon, & Pendall, 2015; Criden, 2008).

Limited food choices: Low-income neighborhoods have fewer full-service, competitively priced
grocery stores and a higher proportion of fast-food restaurants and convenience stores than higher-
income neighborhoods. Because of this, ALICE residents without access to transportation who
have to shop locally are often forced to spend more of their income on less nutritious food (Agrawal,
Blumenberg, Abel, Pierce, & Darrah, 2011).
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Difficulty accessing health care: Unreliable transportation can mean missed doctors’ E
appointments, and in rural areas may mean forgoing health care. Those undergoing treatment for E
cancer and other serious diseases or facing chronic conditions may miss appointments, not fill their '
prescriptions, and forgo treatment because they don’t have a reliable way to travel to the doctor’s E
office, hospital, or pharmacy (Syed, Gerber, & Sharp, 2013; Silver, Blustein, & Weitzman, 2012; E
National Patient Advocate Foundation, 2016). !

Difficulty accessing social services: Disruption in transportation can prevent ALICE and poverty-
level families from accessing health and social services, the courts, and legal services. It can also be
a barrier to applying for assistance or complying with state-mandated or federally mandated training
programs (Bricker, Kennickell, Moore, & Sabelhaus, 2012; Criden, 2008).

Strategy 3: Avoid Insurance, Registration, and Paying Traffic Fines

One way ALICE and poverty-level households try to close the income gap is by skimping on expenses
associated with car ownership. Despite the fact that driving without insurance is a violation in all states
except New Hampshire, an estimated 15 percent of drivers are uninsured. The number of uninsured drivers
peaked at 29.9 million in 2009 during the Great Recession and then dropped to 29.7 million in 2012, the last
year for which data is available. States with more affordable insurance have lower rates of uninsured drivers
(Heller & Styczynski, 2016; Wiltz, February 20, 2015).

Institutional bias factors into the equation when low-income drivers are charged more for insurance
coverage than drivers with higher incomes. Insurers charge low-income drivers 59 percent more, or an extra
$681 on average annually, due to “redlining,” or raising quote prices based on characteristics related to

UNITED WAY ALICE REPORT - THE CONSEQUENCES OF INSUFFICIENT HOUSEHOLD INCOME



socioeconomic status, including education level, occupation, homeownership status, insurance purchasing
history, and marital status. More recently, insurance companies have started to use information from credit
reports to determine insurance premiums, and in some states credit scores can have more of an impact on
premiums than any other factor. These higher rates make it even harder for ALICE and poverty-level drivers
to afford insurance and increase the likelihood that they will skip payments or opt out altogether (Ong & Stoll,
2007; Heller & Styczynski, 2016; Consumer Reports, 2015).

Another cost-saving strategy is not registering a vehicle, which avoids the annual fee and possibly the repairs
needed for it to pass inspection. Other common but often unanticipated expenses associated with driving are
speeding, parking, and other traffic tickets. In many states, drivers who cannot pay the fine can have their
license suspended. In some cases, they can even receive jail time or be sentenced to community service
(University of Wisconsin-Milwaukee Employment & Training Institute, 2015; American Association of Motor
Vehicle Administrators, 2013; Consumer Reports, 2015; PBS NewsHour, 2014).

Consequences

Long-term penalties: Avoiding insurance, registration, or tickets may provide short-term savings,
but these strategies have long-term consequences such as fines, towing, and storage fees, points
on a driver’s license that increase the cost of car insurance, and even impounding of the vehicle

or license suspension. In particular, the system of large fixed fines for certain offenses in most
municipalities hits low-income drivers harder than those who are more affluent. Having a driver’s
license suspended for failure to pay a traffic fine not only takes away someone’s ability to get to a job
but also harms credit ratings, which in turn can make it harder for people to get and keep jobs and
take care of their families. These added layers of indirect consequence significantly increase traffic
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Despite working full time (and having a second job on the side), Christina Forgione

and her fiance still cannot afford their own home or a desperately needed second car.
Christina works full time as a junior medical secretary at a surgery facility, and brings
in extra money as a hair stylist after hours. Her fiance of two years delivers Meals on
Wheels. They have three young children (a 3-year-old and 1-year-old twin boys) and have
had to live at her fiancé’s mother’s house in order to stretch their money. “We only have
one car that we share between us,” Christina says. It’s a logistical headache: She wakes
up before dawn to take her fianceé to work by 5 a.m., and then at the end of his shift,

he picks up the car from her workplace, which is close by. “We hoth work but | feel like
there’s never enough money hecause everything is so expensive and we just can’t keep
up,” Christina says. “We hasically

are able to get what we need and

not what we want.” The “wants”

include vacation, dance class for

their toddler, and other fun family

activities. “It comes down to, what

can | not pay this month so | can pay

something extra for them?” says

Christina. “It is very difficult.”

violation penalties for low-income
drivers (Urbana IDOT Traffic Stop
Data Task Force, 2015; Lawyers

Committee for Civil Rights, 2015).

Disruptions in day-to-day transportation: When drivers have their licenses suspended because of
problems with insurance, registration, or unpaid fines, there are delays and complications in getting
to work, school, shopping, and medical appointments, creating added stress and expenses for the
whole family (Eaglin, 2015).

Strategy 4: Move Near Public Transportation

Public transportation is a far less expensive means to commute to work than driving a car, but is not widely
available in most parts of the U.S. Nationally, only 11 percent of adults use public transit to commute to
work, with most of these commuters concentrated in urban areas. Among households in rural areas, only 3
percent of workers report using public transit regularly. lllustrating its cost effectiveness, the highest levels of



public transit ridership are among low-income (15 percent), Black (23 percent), Hispanic (15 percent), and
immigrant workers (25 percent) (Pew Research Center, 2016).

o Consequences

High cost of living: The urban areas with the best public transportation, such as New York, Seattle,
g and San Francisco, are also some of the most expensive places in the country to live (Tomer,
Kneebone, Puentes, & Berube, 2011).

Longer commutes: Because housing near public transportation is often cost-prohibitive for most
ALICE and poverty-level families, many move farther away from urban centers, increasing commute
times significantly. Nationally, the average travel time for commuters using public transit is 50
minutes, twice as long as the average commute for those who drive to work. In part, this is due to

a longer distance travelled, but it is also due to increased inefficiencies and limitations of public
transit systems — especially those farther from city centers, like rural bus routes. This is reflected

in the “D” grade that the U.S. public transit system received on the American Infrastructure Report
Card (American Society of Civil Engineers (ASCE), 2013; Pew Research Center, 2016; American
Community Survey, 2014).

Limited job opportunities: Public transportation systems often do not provide routes that ALICE
workers need. Transit agencies often neglect the routes that serve low-income neighborhoods,
and routes often do not extend to areas outside cities where new jobs are being created. Even
more importantly, in an era of increasingly flexible work scheduling, public transit often does not
accommodate jobs that require working early, late, or on weekends (Taylor & Morris, 2015; Criden,
2008).
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Additional costs of longer commutes: While public transportation can save on household E
transportation costs, it often adds other costs to ALICE families in terms of time spent on longer H
commutes, child care, and time away from work. Long commutes also reduce time for other activities E
such as exercise, shopping for and cooking healthy food, and community and family involvement E
(U.S. Department of Housing and Urban Development (HUD), 2014). !

BROADER COSTS OF UNAFFORDABLE TRANSPORTATION

Transportation-related “cost-cutting” strategies have consequences not only for ALICE households, but also
for the local economy and the wider community:

* Long commutes reduce worker productivity and state economic competitiveness. Long commute
times increase tardiness and absenteeism rates and can also have a major negative impact on job
retention, adding costs to businesses. In addition, congestion from auto commuters adds travel time
and costs to the trucking industry, and those costs are then passed on to consumers (Sullivan, 2015;
National Economic Council and the President’s Council of Economic Advisers, July 2014).

¢ Urban sprawl costs the American economy more than an estimated $1 trillion annually as
households move farther away from job centers, according to a new study by the New Climate
Economy. These costs include greater spending on infrastructure, public service delivery, and
transportation. The study finds that those living in the new communities directly bear $625 billion in extra
costs, and all residents and businesses, regardless of where they are located, bear an extra $400 billion
in external costs. In addition, research by Colorado State University found that in Colorado, “dispersed
rural residential development costs county governments and schools $1.65 in service expenditures for
every dollar of tax revenue generated.” Looking just at transportation costs, development on the fringes
of cities over a 15-year period costs nearly twice as much as redevelopment of inner-city transportation
(Trubka, Newman, & Bilsborough, 2010; Coyne, 2003; Litman, 2015).
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« Older cars that may need repairs make driving less safe and increase pollution for all, as does
deferring car maintenance. This problem worsened during the Great Recession, which depressed car
sales. As a result, cars on the road are older on average, and older cars emit higher levels of harmful
emissions (Bishop & Stedman, 2014).

* Vehicles without insurance increase costs for all motorists. In 2012, the most recent year for which
statistics are available, uninsured motorist claims totaled $2.6 billion, a 75 percent increase from the
previous decade. Those costs, largely borne by insurance companies, are passed on to insured drivers
in the form of higher premiums. Uninsured and underinsured motorist coverage adds roughly 8 percent
to an average auto premium for the rest of the community (McQueen, 2008; Wiltz, February 20, 2015).

» Lack of reliable transportation can exacerbate an emergency. When there is an emergency,
such as a child being sick or injured, if an ALICE household does not have reliable transportation,
their options are poor — forgo treatment and risk the child’s health, rely on friends or neighbors for
transportation, or resort to public specialty transit services or even an ambulance, increasing costs
for all taxpayers. Providing non-emergency transportation for health care treatment for those without
reliable transportation is also expensive, especially in rural areas (Myers, 2015; Hughes-Cromwick &
Wallace, 2006).

FUTURE TRENDS: TRANSPORTATION FOR ALICE

i For ALICE households across the country, housing and transportation are tightly linked, and that

E linkage can have a significant impact on the household budget. People who live in neighborhoods with

: convenient access to jobs, services, transit, and amenities have lower transportation costs than those who

i don’t (Center for Neighborhood Technology, 2003-2016). Commuting long distances will only increase in the
E coming years as lack of affordable housing persists and pushes people away from employment centers.

Jobs and transportation are also linked. The rising trend of nonstandard and part-time schedules can
complicate transportation for ALICE and poverty-level workers, who may be relying on friends or family for
rides or using public transportation. Irregular work schedules can make it difficult to get to work on time, or
transportation can become cost-prohibitive on less than a full-time work schedule (Vogtman & Tucker, 2017).

Aging transportation contributes to additional costs for ALICE families. Given the size and age of the
transportation infrastructure and the growing population in many U.S. states, it will be expensive for states
to meet the increasing demand for transportation improvements. Tight state budgets make it difficult to
maintain public transportation service and low fares. And without investment in roads and bridges, costs will
increase for ALICE auto commuters in terms of both time spent in transit and wear and tear on their vehicles
(American Society of Civil Engineers (ASCE), 2013; National Economic Council and the President’s Council
of Economic Advisers, July 2014).
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HEALTH CARE

ALICE and poverty-level families face a range of
circumstances that make it difficult for them to achieve and
maintain good
health. These

families are more likely
than wealthier families to become ill because

their basic needs, such as living in a safe
environment or having enough food, are not being
met. Because they often cannot afford health care
or health insurance, they also have more difficulty

What do ALICE and poverty-level

recovering from illnesses. households do when they cannot
afford health care or health
Recent research clearly shows that unmet insurance?

basic needs — problems such as not having
enough food, living in a dilapidated or unheated

apartment, or being unemployed and not Fnrgn Health Care
having the means to support one’s family — lead
to poor health. Nonhealth factors account for as Seek Subsidized Insurance
much as 50 percent of poor health outcomes in [:overage
the U.S (Bachrach, Pfister, Wallis, & Lipson, 2014;
Berkowitz, et al., 2015; Robert Wood Johnson Go Without Insurance Coverage
Foundation, 2011; Remington, Catlin, & Gennuso,

2015). 4 Buy Minimal Insurance

* Poor living conditions. With lower incomes, Provide Family Caregiving
ALICE families often live in housing and
neighborhoods that contribute to poor health.
Many less expensive housing options are located in areas with high levels of violence and
crime; a high risk of flooding; high pollution levels; poor and aging infrastructure; or other

hazards such as exposure to toxic chemicals, mold, and lead (Bell & Ebisu, 2012; Clark,
Millet, & Marshall, 2014; U.S. Department of Housing and Urban Development (HUD), 2016;
VanDerslice, 2011).

 Toxic stress. State and national research on “toxic stress” has found that living in chronically
stressful situations, such as in a dangerous neighborhood or in a family that struggles to afford
daily food, damages neurological functioning, which in turn can impede a person’s ability to
perform well in school, at work, and in daily life. This is especially true for young children,
whose brains may never develop the executive functioning skills needed to succeed in each of
these areas. Across the country, adverse childhood experiences (ACEs) are prevalent and are
known risk factors for poor health outcomes including depression, risky behaviors, and suicide,
in addition to being associated with poorer self-rated health and life satisfaction (Dube, Felitti,
Dong, Giles, & Anda, 2003; Mersky, Topitzes, & Reynolds, 2013).
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* Health and financial stability are linked. Poor health can be both a consequence and a cause of
financial instability. Trying to maintain a household with a low income and few assets can lead to mental
stress and poor health. And being in poor health can reduce income further while increasing expenses,
often causing a downward spiral that forces a family to fall into poverty (Choi, December 2009; Currie,
2011; Federal Reserve, 2014; Zurlo, Yoon, & Kim, 2014; Centers for Disease Control and Prevention
(CDC), 2011; Centers for Disease Control and Prevention (CDC), 2014).

* Poor access to health care. Low-income families have increased health needs, but it is harder for
them to afford and obtain health care than it is for families with higher incomes. Despite both Medicaid
and the 2014 rollout of the Affordable Care Act (ACA), the costs of health insurance and health
care remain out of reach for many ALICE and poverty-level families. In addition, these families may
experience access problems including language and cultural barriers, transportation challenges, and
difficulty making work and child care arrangements to accommodate health care appointments (U.S.
Senate Committee on Health, Education, Labor & Pensions, 2012).

The gap between how much ALICE families need for health care and what they can afford to spend shows
up clearly in Figure 9, which compares four different monthly health care budgets for a family of four to the
monthly salary of a full-time employee working as a nursing assistant. More than 2.3 million ALICE workers
across the U.S. worked in health care support jobs such as nursing assistants in 2014, earning an average

hourly wage of $11.33, or $22,660 annually (if full time, year-round) (Bureau of Labor Statistics, 2014).

Monthly Health Care Costs and Percentage of an ALICE Income, 2014
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(used in Household With Subsidies Sponsored Health No Subsidies §11.33 hour
Survival Budget) ($22,660 annual)
Health Insurance I Out-of-Pocket Costs (OoP) ALICE Job (Monthly Wages)

Source: Bureau of Labor Statistics (BLS), 2014 and 2014a; Agency for Healthcare Research and Quality, 2015

* The ALICE Household Survival Budget is based on the Consumer Expenditure
Survey’s nominal out-of-pocket health care spending for the household on
medical services, prescription drugs, and medical supplies — a national




average of $536 per month in 2014 — but it does not include the cost of health insurance. In addition,
the Survival Budget includes the Affordable Care Act (ACA) penalty of $24 per month ($285 annually)
for a family in 2014 — the least expensive legal alternative to premiums and a deductible. The total of
$560 per month represents 30 percent of a nursing assistant’s monthly wages. Out-of-pocket costs are
represented in the dark portion of each bar in Figure 9 (Bureau of Labor Statistics, 2014 and 2014a).

* The cost of the premium ($44 per month) plus deductible ($372 per month) for the ACA Marketplace
Silver Plan with subsidies for a family of four, on top of out-of-pocket health care spending, is $972 per
month — 51 percent of a nursing assistant’s monthly wages (Kaiser Family Foundation, 22015; Rae et
al., 2015).

* Private insurance through an employer is another option for some workers. The national average
premium for the employee at a private-sector job that offers health insurance and has 50 percent or
more low-wage employees is $446 per month, as recorded by the Medical Expenditure Panel Survey
(MEPS). When added to out-of-pocket costs, the total represents 52 percent of a nursing assistant’s
monthly wages (Agency for Healthcare Research and Quality, 2015).

* Insurance through the ACA Marketplace Silver Plan for a family of four is much more expensive when
subsidies are not available. In fact, the cost for the premium increases to $932 per month, plus the cost
of meeting the deductible, plus out-of-pocket expenses, for a total of $1,851 — 98 percent of a nursing
assistant’s monthly wages (Kaiser Family Foundation, 2015).

Strategy 1 Forgo Health Care

Preventative Health Care. The most common way to try to save on health care costs is to forgo
preventative health care, which can mean that a family does not visit a primary care doctor, take regular
medication as needed, get vaccinations, eat fresh food, and adhere to other ways of maintaining a healthy
lifestyle. For many ALICE households, doctor visits and medications are seen as too expensive. Studies
across the country find that having a lower income reduces access to and use of preventative services, and
this disparity is true even when a member of the household is working (Cohen, Kirzinger, & Gindi, 2013;
Commonwealth Fund, 2013):

» Nationally, children 19 to 35 months old whose families earn below the FPL are significantly less
likely to have received all scheduled vaccinations than their higher-income counterparts (66 percent
compared to 75 percent) (Centers for Disease Control and Prevention (CDC), 2015).

* Women at or below the FPL are about one-third less likely to receive a mammogram than women in a
household at or above 400 percent of the FPL (University of California, Davis, 2015).

+ Adults with low incomes are 14 to 26 percent less likely to receive cervical, breast, and prostate
cancer screenings, cholesterol screening, and flu vaccinations than adults with higher incomes (Ross,
Bernheim, Bradley, Teng, & Gallo, 2007).

Dental Care. Skipping preventative dental care is even more common among ALICE families. Low-income
adults are almost twice as likely as higher-income adults not to have had a dental check-up in the previous
year. Children are at particularly high risk; fewer than half of low-income children without health insurance
receive preventative dental care. These gaps in care have long-term health and financial consequences. A
$48 sealant can block tooth decay for nearly five years, yet only 25 percent of low-income children receive
them, leading to untreated decay. The income discrepancy exists for seniors as well: Thirty-five percent
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of seniors living in poverty have had a dental visit in the last year, compared to 80 percent of seniors with
incomes of $45,000 or higher (The Pew Charitable Trusts, 2016; Haley, Kenney, & Pelletier, 2008; Russell,
2015; Hinton & Paradise, 2016).

Care for Mental lliness. One in five adults in the U.S. experiences mental iliness in a given year, and four
percent of adults experience serious mental iliness, yet treatment rates remain exceedingly low:

» National data from 2013 shows that fewer than 40 percent of adults who lived with mental illness
received treatment. However, this represents an improvement from 2007, when only 17 percent of
adults received treatment (National Alliance on Mental lliness, 2015).

» Across the U.S., state government funding for mental health services was cut during and after the
Recession, while demand increased. The result has been longer waiting lists for care, less financial
assistance to help people with mental iliness find housing and jobs, and more people visiting
emergency rooms (ERs) for psychiatric care (National Alliance on Mental lliness, 2015; Aron, Honberg,
& Duckworth, 2009; Glover, Miller, & Sadowski, 2012).

* Recent national surveys find that 1 in 3 children and adults forgo mental health care because of cost.
Even among individuals with private insurance, over half said that cost was the number one reason they
do not seek mental health treatment (Center for Behavioral Health Statistics and Quality, 2012; Parity
Project, NAMI-New York City Metro, 2003; Mojtabai, 2005; Mental Health America, 2015).

Consequences

More serious health problems: When health issues go untreated, they become more serious
and lead to other poor outcomes for ALICE, including reduced school and work attendance and



decreased quality of life. Health issues account for half or more of all school absences, with asthma
and poor oral health being the leading causes; others include attention deficit hyperactivity disorder
(ADHD), flu and other infections, diabetes, obesity, seizure disorders, mental health issues such as
anxiety, and vision problems. Health issues also account for one-third of unscheduled absences from
work, having cost the U.S. economy $84 billion in lost productivity in 2012, according to the Gallup-
Healthways Well-Being Index (Balfanz & Byrne, 2012; Attendance Works, 2015; Circadian, 2005;
Witters, Liu, & Agrawal, 2013; Witters & Liu, 2013).

Broader consequences of specific health issues: Certain types of health problems can contribute

to problems in other areas. Poor oral health, for example, causes pain, can result in poor nutrition,
and increases the risk for diabetes, heart
disease, and poor birth outcomes. For
children, the list of oral health-related
problems also includes altered speech
and infection (McCarthy, Radley, & Hayes,
2015; U.S. Senate Committee on Health,
Education, Labor & Pensions, 2012).

According to the National Center for
Children in Poverty, the social and

After more than 25 years of hard

work as an elementary school

teacher, Dorothy, of Danbury,

Connecticut, never thought she

and her hushand would not be

able to afford to buy food or gas
or to see a doctor that she desperately needed. In 2007, Dorothy was diagnosed with
multiple sclerosis (MS), and by 2010, her symptoms were so debilitating that she was
forced to go on disability retirement. Four years later, her hushand lost his job, and with
it, their health insurance. A flare up of the MS led to an extended hospital stay - she
was in a medically induced coma for four days. That added to bills that her disability
check couldn’t cover. “My check covers rent, utilities, and car insurance,” Dorothy says.
“After that, there is nothing left.” Her two daughters, who are in their 20s and live at
home, help with food and gas and often pay for her prescriptions, although she has
heen forced to go without medication for months at a time. With the help of a pro bono
financial coach, Dorothy is beginning to restore her credit and is going through a job
training program to find work that she can do despite her disability. Her husband found
a temporary job and they bought health insurance through the Affordable Care Act, so
things are looking up. Yet after all these years of working, she says, “It's not supposed
to be this hard.”
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educational consequences of untreated mental iliness in children and teens are severe. Nationally,
44 percent of youth with mental health problems drop out of school; 50 percent of children in the
child welfare system have mental health problems; and 67 to 70 percent of youth in the juvenile
justice system have a diagnosable mental health disorder (National Alliance on Mental lliness
(NAMI), 2015; Stagman & Cooper, 2010). National research also shows that children in low-income
households and children of color who have special health care needs have higher rates of mental
health problems than their White or higher-income counterparts, yet are less likely to receive mental
health services (VanLandeghem & Brach, 2009).

Strategy 2: Seek Subsidized Insurance Coverage

The most preferable option for ALICE and poverty-level families is to get health insurance coverage through
an employer or, if that is not available, through Medicaid. More than three-quarters of employees say that the
benefits package an employer offers is extremely or very important in their decision to take the job, according
to the 2013 Health and Voluntary Workplace Benefits Survey. Yet most jobs where ALICE works — especially
in the service industry — do not offer health insurance, although there are some exceptions (Taylor, 2015;
Kim, 2014).

Medicaid provides free health care coverage for many households in poverty, and the ACA expanded
Medicaid in 31 states plus Washington, D.C. to households with income below 138 percent of the FPL
(Garfield, Damico, Stephens, & Rouhani, 2015; Healthcare.gov, 2016). However, many low-income families
earn too much to qualify for Medicaid coverage at their state’s eligibility levels.

Medicaid makes a difference for the tens of millions of Americans who are eligible. Initial reports on

the impact of the ACA — including the Medicaid expansion, the implementation of the Health Insurance
Marketplace, and subsidies to cover premiums — show a substantial reduction in the number of uninsured
Americans. Uninsured rates dropped more in Medicaid expansion states (7.8 percentage points) than in
nonexpansion states (6.3 percentage points) from 2013 to 2015 (Kaiser Commission on Medicaid and the
Uninsured, 2012; Garfield, Damico, Stephens, & Rouhani, 2015; Skopec, Kenney, & Zuckerman, 2016).

Consequences

Difficulty finding employer-sponsored health insurance coverage at low-wage jobs: More

than half of nonelderly people (56 percent) were covered by employer-sponsored health insurance

in 2015, down from 67 percent in 1999. However, rates vary greatly by income. In households
earning 100 to 250 percent of the FPL, the percentage of individuals with employer-sponsored health
insurance is 38 percent, falling from 47 percent in 2004; but in households earning over 400 percent
of the FPL, the percentage has remained above 80 percent (Long, Rae, Claxton, & Damico, 2016;
Kaiser Family Foundation, 2015).

Loss of Medicaid’s broader benefits: Workers not eligible for Medicaid use health care less and
also have poorer financial outcomes. Studies such as the Oregon Health Insurance Experiment
have found that having Medicaid coverage increased use of health care services, improved rates

of depression and financial strain, and “virtually eliminated catastrophic out-of-pocket medical
expenditures” (Baicker & Finkelstein, 2014). Preliminary studies show that states that expanded
Medicaid found improvements on several measures including preventative care, care for chronic
conditions, and self-reported health. Because Medicaid does not address the underlying social
determinants of health, however, its ability to create significant improvement in health outcomes may
be limited (Sommers, Blendon, & Orav, October 2016).
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Skewed employment decisions: With the high cost of health insurance, many individuals —
especially workers who have a major illness in the family — weigh the value of insurance coverage
against work opportunities, including career advancement and working conditions. And workers on
Medicaid, especially those close to the eligibility limit, often do not seek additional work so as to
retain their Medicaid coverage (Dague, Deleire, & Leininger, 2014; Sloan & Hsieh, 2017).

Strategy 3: Go Without Insurance Coverage

Another way to save on health care costs is to go without health insurance. According to the Kaiser Family
Foundation, 10 percent of the total U.S. population under 65 years old did not have health insurance in 2015,
but for those with income below 200 percent of the FPL (roughly below the ALICE Threshold), the rate of
uninsured was 17 percent (McCarthy, Radley, & Hayes, 2015; U.S. Census Bureau, 2015).

Of those families without insurance in 2016, 57 percent were not eligible for any type of financial assistance
to obtain coverage. These families have to either go without or buy less insurance coverage than they need.
Of the remaining 43 percent (11.7 million people), more than half were adults or children who were eligible
for Medicaid or CHIP but had not enrolled. In addition, 5.3 million people were eligible for premium tax credits
(Kaiser Family Foundation, 2016).

While the ACA has significantly reduced the number of uninsured, health insurance is still too expensive for
many people, with low-income and non-White households being disproportionately uninsured. The uninsured
rate for low-income adults was 21 percent at the end of 2016 (compared to 31 percent at the end of 2013),
and the rate for Hispanics was 27 percent (compared to 39 percent at the end of 2013). By comparison, the
uninsured rate for high-income adults was 3 percent and for White Americans was 7 percent at the end of
2016. Cost is the primary reason adults do not have insurance; 46 percent of uninsured adults in a 2016
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survey said cost was the primary reason they did not purchase coverage. Of uninsured households, 74
percent had at least one full-time worker (Schmitt, January 2012; Kaiser Commission on Medicaid and the
Uninsured, 2016; Federal Reserve, 2014).

For ALICE workers earning above the FPL but not making enough to meet all of their basic needs, the
ACA health plans may not be economical, especially when incorporating the high deductibles of the most
affordable plans. The ADP Research Institute estimates that people are more likely to buy health insurance
if they earn more than $45,000 per year, even when incorporating government subsidies. Initial research
on the first wave of enrollment shows that families with income between 138 percent and 400 percent
of the FPL (roughly $20,000 to $45,000 per year) have a lower rate of purchasing health insurance.
Subsequently, these families have a higher rate of opting to pay the penalty for remaining uninsured ($325
per year for a single adult and $975 for a family of four in 2015). About 5 percent of these families pay

the penalty compared to an estimated 2 to 4 percent of higher-income families who pay the penalty (ADP
Research Institute, 2014; Koskinen, 2015; Viebeck, 2015).

Even ALICE families covered by Medicare or Medicaid often lack insurance coverage for specialty

health issues such as dental, vision, and medical management programs (for chronic needs like weight
management, back pain, and diabetes). Dental benefits are not covered by most private health insurance
packages or Medicare, and Medicaid coverage is restricted in most states, offering no coverage for teeth
cleaning or preventative care. In 2014, 36 percent of Americans did not have dental insurance (including
children and seniors). Rates vary by income: In 2009, only 11 percent of nonelderly adults in poverty had
dental insurance, compared to 27 percent of those earning between 100 and 199 percent of the FPL and
66 percent of people earning above 200 percent of the FPL (National Association of Dental Plans, 2014;
Medicare, 2016; Hinton & Paradise, 2016).

Vision benefits are also limited in most private health plans and Medicaid, even though more than one-
quarter of the adult population had a vision problem in 2016. Medicare does not cover routine eye exams,
eyeglasses, and contact lenses, despite the fact that the risk of vision impairment increases with age. The
ACA and Medicaid cover pediatric eye care, and Medicare and Medicaid cover medically necessary surgical
procedures, including cataract surgery (Medicare, 2016; Healthcare.gov, 2016; National Eye Institute, 2010;
National Eye Institute, 2016; Kaiser Family Foundation, 2015; U.S. Government Accountability Office (U.S.
GAO), July 2015).

Consequences

A

2 Reduced health care and poor health outcomes: Without health insurance, patients wait until

h’ an iliness is advanced and pain is unbearable before they seek medical care. It is at that point that
many people go to the ER for help because they are in crisis and have no other options. This is
especially true for those covered by Medicare and Medicaid who have dental and vision issues.
Because coverage only allows care delivered in the hospital, they are forced to wait until they need
emergency care or complicated procedures (Medicare, 2016; Healthcare.gov, 2016).

According to recent studies, having a low income is the most important cause of avoidable hospital
use and costs. Indeed, many people use the ER for everyday ilinesses. Eighty-seven percent of ER
visits are not serious enough to require hospital admission; and in a sample of patients who went

to the ER in 2011 but were not admitted, 80 percent visited because of lack of access to another
provider (Centers for Disease Control and Prevention (CDC), 2011; DeLia & Lloyd, 2014; Heisler, et
al., 2004, Piette, Rosland, Silveira, Hayward, & McHorney, 2011; Kaiser Family Foundation; Centers
for Disease Control and Prevention (CDC), 2016).

UNITED WAY ALICE REPORT - THE CONSEQUENCES OF INSUFFICIENT HOUSEHOLD INCOME



In terms of oral health, people without dental benefits visit the dentist less frequently, missing

the opportunity for prevention and early treatment, which makes them more likely to need more
aggressive treatments such as extractions and dentures. Furthermore, those without dental benefits
report higher rates of other illnesses including heart disease, osteoporosis, and diabetes (National
Association of Dental Plans, 2014).

Medical debt: Without health insurance, treatment for any health problem becomes the
responsibility of the individual. Insurance status is highly correlated with medical bill difficulties,
with over half (53 percent) of the uninsured struggling to pay household medical bills in the past
year, according to a 2015 Kaiser Family Foundation survey. The consequences of medical debt
can be severe. People with unaffordable medical bills report higher rates of other problems —
including depleted savings, difficulty affording housing and other basic necessities, credit card
debt, bankruptcy, damaged credit ratings, and barriers to accessing further health care (The
Commonwealth Fund, 2015; Pollitz, Cox, Lucia, & Keith, 2014; McElwee, 2016; Hamel L., et al.,
2016).

Strategy 4: Buy Minimal Insurance

Due to the ACA’s legal requirement of purchasing health insurance, many ALICE households now have
coverage. But because of the high cost of health insurance, they often choose the lowest-cost option that
provides minimal coverage. As a result, there is a rise in the number of underinsured households — those
who spend more than 10 percent of their household income per year on health care expenses not covered
by their insurance (excluding premiums) (The Commonwealth Fund, 2015).

E Compounding the problem of underinsurance is the overall financial precariousness of American households.
E According to a 2015 Kaiser Family Foundation report, only 44 percent of respondents could pay a $500

E health care bill without borrowing, and only 26 percent could manage to do so for a $1,500 bill (Hamel,

! Norton, Levitt, Claxton, & Brodie, 2015).

P9 Consequences

o Less health care: High deductibles are associated with lower use of primary care services: Those

* with deductibles above 5 percent of their income are less likely to access preventative medicine
than households with lower deductibles (The Commonwealth Fund, 2015; Robert Wood Johnson
Foundation, 2016).

Medical debt: Even with insurance, not all medical expenses are covered, especially under the
least expensive insurance policies. In 2015, 62 percent of those with household medical debt were
covered by health insurance, according to the Kaiser Family Foundation. As outlined above, people
with medical debt report higher rates of other financial problems, as well as barriers to accessing
further health care (The Commonwealth Fund, 2015; Pollitz, Cox, Lucia, & Keith, 2014; McElwee,
2016; Hamel L., et al., 2016).

Strategy 5: Provide Family Caregiving

Caring for a sick or elderly family member or someone living with a disability is one way of saving money, but
it can end up taking a physical, mental, and financial toll on caregivers. A 2015 national AARP survey among
registered voters age 40 and older found that 40 million of them are providing unpaid care for an adult

loved one who is ill, frail, elderly, or has a physical or mental disability. About two-thirds of those caregivers
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had to use their own money or modify their work schedules in order to provide this care, and 64 percent
experienced increased stress as a result (Bonner, 2015).

National estimates of the number of caregivers vary, ranging from 9.4 percent of the adult population (in
a 2014 RAND Corporation survey) to 18.2 percent (in a 2015 AARP survey) to 23 percent of workers and
16 percent of retirees (in the Employee Benefit Research Institute’s 2015 Retirement Confidence Survey)
(AARP Public Policy Institute, 2015; Helman, Copeland, & VanDerhei, 2015; Ramchand, et al., 2014).

While families of all income levels may choose to care for family members themselves, many ALICE
caregivers are forced into the role because they cannot afford to hire outside care. Half of caregivers report
that they had no choice in taking on their caregiving responsibilities, and almost half of caregivers (47
percent) report household income of less than $50,000 per year (AARP Public Policy Institute, 2015).

Consequences
” q

Family caregiving has significant

.h, value; the presence of an informal
caregiver can improve well-being
and recovery and defray medical
care and institutionalization costs.
Yet caregiving is also costly for
families in several ways:

Added direct costs: Arecent
AARRP report found that family

Michael Lavergne was one class

short of graduating from the

University of Louisiana, with a

focus on Creole history and music,

when his mother was diagnosed

with end stage cancer. He had no

choice but to withdraw from college and take care of her, which derailed him from his
goals and career track. Lavergne fell behind on his bills and defaulted on his school
loans. He eventually took a job in a restaurant, but his waiter income fluctuates with the

ups and downs of the local economy. When his roommate lost his job last year, they had
to give up the house they were renting, and he moved in with his sister’s family. “Moving
back in with family was humbling, but | am grateful to have a place to go,” he says. “I
need $2,000 to go back and finish my degree. | feel like that $2,000 is standing between
me and so many better job opportunities.”

Photo courtesy of United Way




caregivers of all ages spent an average of $6,954 each in out-of-pocket caregiving costs in 2016.
Caregivers earning less than $32,500 are under significant financial strain, spending an average of
44 percent of their annual income on caregiving. Caregivers report dipping into savings, cutting back
on personal spending, saving less for retirement, or taking out loans to make ends meet (Rainville,
Skufca, & Mehegan, 2016).

Lost income due to decreased hours or loss of a job: Nationally, 18 percent of caregivers
report experiencing extreme financial strain as a result of providing care (4 or 5 on a 5-point scale),
and another 20 percent report moderate financial strain. For the 60 percent of caregivers who are
working, caregiving is costly in the time it takes away from employment. Six in 10 caregivers report
having experienced at least one impact or change to their employment situation as a result of
caregiving, such as cutting back on their working hours, taking a leave of absence, or receiving a
warning about performance or attendance (AARP Public Policy Institute, 2015).

A 2010 MetLife Mature Market Institute study quantified the opportunity cost for adult children caring
for their elderly parents. For women, who are more likely to provide basic care, the total per-person
amount of lost wages due to leaving the labor force early and/or reducing work hours because of
caregiving responsibilities was on average $142,693 over the care period. The estimated impact

of caregiving in lost Social Security benefits was $131,351, and a very conservative estimate for
reduced pensions was approximately $50,000. In total, nationally, the cost impact of caregiving
on an individual female caregiver in terms of lost wages and retirement benefits was $324,044
(MetLife Mature Market Institute, 2010).

Mental and physical strain on the caregiver: According to an AARP survey, 19 percent of
caregivers report a high level of physical strain resulting from caregiving, and 38 percent consider
their caregiving situation to be emotionally stressful. The challenges increase with the patient’s type
and severity of iliness as well as the resources available to the caregiver. Some caregivers, such as
those caring for veterans or people with an acute injury, are thrust into the situation suddenly, while
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others, such as caregivers of elderly people with dementia, face a long, gradually declining situation
(AARP Public Policy Institute, 2015; Ramchand, et al., 2014; Tanielian, et al., 2013).

BROADER COSTS OF UNAFFORDABLE HEALTH CARE

When ALICE households forgo health care and insurance in an attempt to save money, their health and
household finances suffer, but there are effects on the broader community as well:

* When regular in-office care is hard to access, families often turn to the ER, where the cost of
treatment increases significantly for them or, if they cannot pay, for the state. Households that go
without preventative care and health insurance are more likely to use the ER for non-emergency care
than less costly doctor’s offices or even urgent care clinics. The consequences of greater ER use for the
wider community include longer wait times in ERs as well as increases in health insurance premiums,
costs of charity care, and hospital community assistance (Bureau of Labor Statistics (BLS), 2010;
Kaiser Family Foundation and Health Research and Educational Trust, 2011).

» Families who don’t have routine dental care also rely on the ER for treatment. The number of
ER visits for dental conditions in the U.S. doubled from 2000 to 2012, and it continues to rise as the
number of dental office visits declines. In 2012, ER dental visits cost the U.S. health care system $1.6
billion, with an average cost of $749 per visit. Up to 79 percent of ER dental visits could be diverted to
more cost-efficient community settings. For example, an analysis in Maryland estimated that the state
Medicaid program could save up to $4 million each year through these types of diversion programs
(Wall & Vuijicic, 2015).

* Without regular preventative care and coverage, people are more likely to develop chronic i
health conditions. Preventable chronic diseases now account for 86 percent of U.S. health care costs E
and affect 50 percent of Americans (Centers for Disease Control and Prevention (CDC), 2015; Ward, E
Schiller, & Goodman, 2014). H

* Untreated mental health and substance abuse issues shift problems to other areas. These
issues increase ER costs, increase acute care costs, and add to caseloads in the criminal justice,
juvenile justice, and corrections systems, as well as increasing the costs of assisting the homeless
and the unemployed. Untreated or improperly treated mental illness also costs employees lost wages
for absenteeism, and companies feel the cost in decreased productivity. A National Alliance on Mental
lliness study estimated that the annual cost to employers for mental-health absenteeism ranged from
$10,000 for small organizations to over $3 million for large organizations (Harvard Medical School,
February 2010; Parity Project, NAMI-New York City Metro, 2003). On the other hand, nationally, each
$1 spent on substance abuse treatment saves $7 in future health care spending (Glover, Miller, &
Sadowski, 2012).

» Family caregiving exacts a toll on the broader economy. Family caregiving offers substantial
health care savings, since it is much less expensive than hospital care or a nursing home. But it incurs
significant costs for employers. The dollar value of the informal care that family and friends provide
for older Americans totals an estimated $522 billion a year — more than total Medicaid spending ($449
billion in 2014). Replacing that care with unskilled paid care at minimum wage would cost $221 billion,
while replacing it with skilled nursing care would cost $642 billion annually. Because most caregivers
are employed, family caregiving for the elderly costs employers approximately $13.4 billion in excess
health care spending each year on employees who are caregivers, due to the toll that caregiving takes
on the caregiver’s own health. In addition, an analysis of the Gallup Well-Being survey found that the
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lost productivity due to absenteeism among full- and part-time caregivers cost the U.S. economy more
than $28 billion in 2010 (Chari, Engberg, Ray, & Mehrotra, 2015; MetLife Mature Market Institute, 2010;
Witters D., 2011).

 Finally, having a significant portion of a population vulnerable to poor health perpetuates the
most fundamental forms of inequality. While life expectancy has increased for Blacks and the low-
income population, rates are still below those for wealthy Whites, and stark disparities remain. The gap
in life expectancy is as much as 30 years between the richest and poorest U.S. counties (Powell, 2016).

FUTURE TRENDS: HEALTH CARE FOR ALICE FAMILIES

The trend for low-income households to have poorer overall health than higher-income households will
increase as health care and healthy food costs rise and the U.S. population ages. Five overall trends will
impact health care for ALICE and poverty-level families in the future: groups who may persistently lack
insurance; the future of the ACA; doctor shortages; increased demand for caregivers; and the ongoing
challenges of meeting basic needs.

Despite gains, there remains a small population that persistently lacks insurance. New research from
the Harvard School of Public Health shows that health insurance coverage not only makes a difference in
health outcomes, but also decreases financial strain (Baicker & Finkelstein, 2011). While the number of
uninsured has fallen significantly in the last five years, there are three groups of people that did not benefit
from the drop and that may continue to face persistent problems with lack of insurance:

* In many of the 19 states without Medicaid expansion, people who earn less than the FPL may
still not qualify for state Medicaid requirements due to extremely strict state Medicaid eligibility
requirements (Garfield, Damico, Stephens, & Rouhani, 2015; Skopec, Kenney, & Zuckerman, 2016).

* In the states without Medicaid expansion, 2.6 million people fall into the “Coverage Gap” that
exists between the Medicaid eligibility threshold (often far below the FPL in those states) and
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the minimum income required to receive an ACA premium subsidy. Of these, 62 percent are in a
working family and 54 percent are people of color. Most people in this category (77 percent) are adults
without dependent children (Kaiser Comission on Medicaid and the Uninsured, 2016; Garfield, Damico,
Stephens, & Rouhani, 2015; Skopec, Kenney, & Zuckerman, 2016).

» Hispanics have the highest rates of being uninsured among all U.S. ethnic groups, despite
significant gains in coverage rates under the ACA. Common barriers to Hispanics acquiring health
insurance include affordability, immigration status, and language barriers (National Council of La Raza,
2014; Perez, 2016; Centers for Disease Control and Prevention (CDC), 2014).

The full impact of the ACA is not yet clear, nor is its long-term future. The ACA could improve health
care in several ways — first and foremost, by continuing to expand coverage through the Marketplace and
the Medicaid expansion (in those states which participated). The ACA rollout has increased the number of
Community Health Centers, which treated 1 in 12 U.S. residents and almost 1 in 6 Medicaid enrollees in
2015. The ACA could also benefit low-income families, especially those who are non-English-speaking, by
continuing to make health care available in multiple languages in order to diminish language-based barriers
to care, and by continuing to increase the role of hospitals and nonprofits in health education (Paradise, et
al., 2017).

A U.S. population that is increasingly insured and is aging will boost the demand for doctors,
stretching a system that already faces shortages in many areas. Just to maintain current rates of utilization,
demand for physicians was projected to grow by 17 percent nationally from 2013 to 2025, with expected
demand to exceed supply by at least 46,000 physicians by 2025. This includes a shortage of at least 12,500
primary care physicians (PCPs) and at least 28,000 non-PCPs (Association of American Medical Colleges,
2015).

Finding doctors to treat ALICE and poverty-level families may be even more difficult in the coming years.
There are 6,450 primary care Health Professional Shortage Areas (HPSAs) in the U.S., with only 58 percent



of need being met. There is a wide range of coverage across the country: Connecticut has the largest PCP
shortage, with only 13 percent of need being met, while Delaware has the smallest shortage, with 94 percent
of need being met. Across the country, on average, only 48 percent of mental health care need is being met,
and 39 percent of dental care need (Kaiser Family Foundation, 2016).

The availability of primary care is especially important for prevention and cost-effective treatment. People
without a usual source of care are more likely to rely on ERs for care, which results in lower quality of
health in the short term and more complicated health issues and increased costs over the long term (Liaw,
Petterson, Rabin, & Bazemore, 2014).

The primary care shortage is a particular problem for low-income Americans, especially in rural areas, for two
reasons:

1. Many PCPs are unwilling to accept Medicaid patients due to low reimbursement rates, though that
has lessened to some degree since 2014, when Medicaid reimbursement rates were increased to equal
Medicare rates. However, even Medicare patients, especially new patients, have challenges finding
doctors. This trend will likely increase in the future as many of the physicians with the largest caseloads
of Medicare patients retire; one-third of PCPs have at least half of their patients on Medicare, and these
doctors are disproportionately older (Polsky, et al., 2015; Decker, 2013; Boccuti, Fields, Casillas, &
Hamel, 2015).

2. Rural areas have far fewer doctors per patient than urban areas, and rural residents already often
have difficulty reaching providers because of long distances to medical facilities (National Rural Health
Association, 2017).

Demand for unpaid family caregivers is increasing as seniors age and as the U.S. health care system
increasingly relies on family members or other caregivers to perform medical and nursing tasks that were
once provided only in hospitals. However, the number of caregivers available is decreasing due to a variety
of trends including more women in the workforce, fewer children and delayed childbearing, and an increase
in divorce rates. Traditional caregivers — spouses and children — have competing demands that make it
harder for them to provide care, especially the demands of work and child care. There is already evidence
that the number of caregiving hours is increasing, but the number of caregivers has remained flat (AARP
Public Policy Institute, 2015; Scommegna, 2016; Reinhard, Levine, & Samis, 2012). Without caregivers,
many seniors in poor health will not receive adequate care, which will lead to deterioration of their health
status and a reduction in their quality of life.

Having basic needs met is the strongest predictor of better health for ALICE and poverty-level
families. The interconnectedness of health and basic needs highlights the importance not only of basic
health services and broad insurance coverage, but also of healthy communities and lifestyles. This includes
affordable access to fresh produce and other healthy foods; neighborhoods planned to include parks,
playgrounds, and other activity spaces; quality education options from pre-K through college; and safe,
affordable housing. Initiatives like these require work both within and beyond the health care sector, and this
work is time-consuming, expensive, and often slow to happen (Lavizzo-Mourey, 2015; Alonzo L. Plough,
2014; Solomon, 2016). Factors including state and federal budgets, political will, awareness of return on
investment, and the willingness of various sectors to collaborate will affect whether or not these types of
initiatives move forward.
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TAXES

While headlines often feature low-income households

receiving government assistance, the United Way ALICE
relief for seniors and the lowest-income earners,
being audited and paying fines and interest in

Reports show that
but most ALICE households pay about 22 percent
addition to the original amount due. ] Seek Tax Credits

ALICE households
contribute to our
of what they earn in income, property, and wage What [Il] AI'IBE househulds dl]
taxes. However, when households cannot afford when they cannot afford to pay

economy by working, buying goods and

services — and paying taxes. There is some tax

to pay their taxes, they increase the cost for thﬂil’ taxes7
other taxpayers. They also incur the risk of :

In the U.S. there are myriad taxes, some 2:  Avoid Paying Taxes
regressive (the less a household earns,
the higher the share of their income they pay
in taxes), and others progressive (the more a
household earns, the higher the share they pay). According to a new report, after incorporating
all income and taxes over a lifetime, the net effect of taxation is a reduction in wealth
inequality, but the amounts different income groups can spend — that is, the value of benefits
gained minus taxes paid — over a lifetime remain extremely unequal (Auerbach, Kotlikoff, &
Koehler, 2016).

Taxes are more burdensome to low-income families, who on average pay a higher
percentage of their income in taxes than the top income earners, according to the Institute
on Taxation and Economic Policy. Only very low-income households — those earning less
than $20,000 per year for a couple or $10,000 per year for an individual (below the Federal
Poverty Level) — are not required to file a tax return (Internal Revenue Service, 2014a).

* Federal income taxes: The lowest income quintile pays more than 10 percent in income
tax, while the highest income quintile pays less than 8 percent, after federal deductions.

* Payroll taxes: People in the lowest income quintile pay more than 8 percent of their
income, while those in the highest income quintile pay less than 6 percent of their income.

» State sales and excise taxes: These are the most regressive taxes, with the lowest
income group on average paying almost 8 percent of their income, while those in the
highest income quintile pay less than 3 percent.
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In the states with the most regressive taxes — Washington, Florida, Texas, and South Dakota — the rates for
the bottom 20 percent of the income scale are six times higher than for the top 1 percent (Marr & Huang,
2012; Institute on Taxation and Economic Policy (ITEP), 2015).

There is no sales tax on most items in the Household Survival Budget (housing, food, child care, and health
care). However, ALICE pays the state sales tax on goods outside the budget. In terms of property tax,
because the Household Survival Budget is based on the cost of renting, there is no property tax in the tax
portion of the budget. However, property taxes are passed on to renters in the form of higher rents, and
property taxes can be an issue for ALICE homeowners.

Strategy 1: Seek Tax Credits

Tax credits and free tax preparation make a difference for many ALICE and poverty-level households. The
most common credits, the Earned Income Tax Credit (EITC) and the Child Tax Credit (CTC), provide relief
primarily for the lowest-income earners with children. Workers must be informed and able to complete the
necessary forms in order to receive these credits. The credits are less available for other types of households
— those with slightly higher-income earners, and those who cannot access or fully comprehend the tax
reporting system.

The credits encourage work, with little or no effect on the number of hours worked, and they supplement the
wages of low-paid workers. Many taxpayers (married or single) with qualifying children experience

a reduction in poverty rates due to the EITC and CTC. For taxpayers with the lowest income,

the two credits together more than offset income and payroll taxes to raise living standards

(Marr, 2015; Center on Budget and Policy Priorities, 2016).

Though very helpful for those who receive them, these credits are, in fact,
relatively small amounts. Across the 15 states with United Way ALICE Reports,
the average EITC amount in 2014 ranged from $2,079 in Oregon to $2,720
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Lynette, a single working mother, can’t wait to file her taxes each year. The sooner
she files, the sooner her refund arrives. Lynette, a full-time clerk at a local police
department, counts on that money to keep her family afloat, covering basics her
paycheck cannot. The refund - in the thousands - means her two young children can
also access quality educational experiences that otherwise would be out of reach. While
she’s working full time, her children can attend afterschool programs and summer
camp, expanding their horizons and giving her peace of mind. “Without that refund, |
can't survive,” she says. Lynette’s
refund is boosted significantly by
receiving critical tax credits such
as the Earned Income Tax Credit
(EITC) and the Child Tax Credit.
According to the IRS, one-in-five
households in the United States
eligible for the Earned Income Tax
Credit does not claim it, leaving an
estimated $1 billion unclaimed.

Photo courtesy of United Way

in Louisiana. For comparison, these

amounts are significantly less than credits

and deductions received by higher-

income households. The mortgage tax
deduction for households earning $100,000 to $200,000 was $9,315 in Oregon and $7,970 in Louisiana, and
deductions are even larger for those with higher incomes (Internal Revenue Service, 2014; Internal Revenue
Service, 2014b).

EITC primarily helps those with the lowest incomes. Across the 15 states with United Way ALICE Reports,
the median adjusted gross income of EITC filers ranged from $13,110 in Michigan to $15,126 in Idaho and
lowa. By comparison, the average Household Survival Budget for a family of four was $54,564 in Michigan,
$47,676 in Idaho, and $46,020 in lowa. These tax credits help families move above the FPL, but not to
financial stability (Marr, Huang, Sherman, & Debot, 2015; Hungerford & Thiess, 2013; Brookings Institution,
2016; United Way ALICE Project, 2016).

Consequences

Missed tax savings: ALICE and poverty-level households often miss out on tax saving
opportunities. Those who are eligible must also be aware of the credits, fill out the appropriate tax
forms, and submit the required documentation. For many, this is a daunting task, and particularly so
for people with low English fluency or without internet access. Many households are not eligible for
tax credits; EITC and CTC are aimed at families with children, yet in today’s society, families with

&
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children under the age of 18 make up only one-third of households in most states. For taxpayers
eligible for the EITC with no qualifying children, the credit does little to offset income and payroll
taxes. As a result, they often pay a higher rate of taxes than wealthier households (Internal Revenue
Service, 2014; American Community Survey, 2014).

High rates for tax preparation: Receiving tax credits depends on filling out tax forms correctly. Free
tax preparation assistance is available in many locations, yet some workers either are not aware of
this service or tend not to trust it. For example, according to a 2015 report to Congress, 60 percent
of all Hispanic taxpayers use unregulated return preparers rather than an attorney, certified public
accountant, or enrolled agent, compared to 18 percent of all U.S. taxpayers. Because unregulated
preparers don’'t need to meet minimum standards for competency and ethics, their clients run the risk
of having their returns prepared incorrectly and paying exorbitant fees (Internal Revenue Service,
Taxpayer Advocate Service, 2015a; Internal Revenue Service, 2015a; Internal Revenue Service,
Taxpayer Advocate Service, 2015b).

Strategy 2: Avoid Paying Taxes

With the rise of the “gig” economy, there are more opportunities than ever before to earn income “off the
books” and avoid paying income taxes. While this is not a new option, it has become much more common
in the last decade with the advent of on-demand apps such as Uber, Etsy, and Airbnb. There are millions
of service providers and sellers working and earning income in the on-demand platform economy, with an
average monthly income ranging from $314 to $533. This income is not readily identifiable by government
tax authorities (Bruckner, 2016; Morse, Karlinsky, & Bankman, 2009).

Even on-the-books freelance and contract workers, whose numbers are also growing, sometimes try to delay
or avoid paying taxes. While income and payroll taxes are automatically taken out of a salaried worker’s
paycheck, contract and freelance workers are left to make tax payments themselves, typically as estimated
quarterly taxes. These workers may delay or decide against paying quarterly taxes in order to keep more of



their income. The misreporting of individual business income and related self-employment taxes accounts
for more than 42 percent ($194 billion) of the taxes owed in a given year that are not paid voluntarily and in a
timely manner (Bruckner, 2016).

e Consequences

Short- and long-term financial penalties: Late payment, nonpayment, or mistakes or

& misrepresentations on tax forms all carry financial penalties. When taxpayers are audited by the
IRS, they take on additional costs including hiring a skilled tax preparation professional, paying
fees, and paying interest on taxes owed, dating from the day their return was due. Accidental or
deliberate mistakes on tax forms can carry penalties of between 20 and 40 percent of the amount
by which taxes were underestimated. In addition, unpaid taxes can damage one’s credit score. Tax
evasion, or refusal to pay taxes, is a felony carrying up to a five-year prison sentence and/or fines of
up to $250,000 (Lorette, 2016; Internal Revenue Service, 2016; Internal Revenue Service, 2016a;
Lazarony, 2016).

Lack of financial protections in contract and freelance work: Tax avoidance in some cases may
increase the attraction of contract and freelance work, moving more workers into arrangements that
lack standard supports and protections such as disability insurance or workplace safety regulations.
The absence of those protections can leave workers susceptible to other problems in the future
(Johnson, 2016; Strom & Schmitt, 2016).

BROADER COSTS OF UNPAID TAXES

When ALICE workers cannot pay their taxes, not only do they face a range of penalties, but the wider
community must cover the monetary gap. According to the Government Accountability Office (U.S. GAO), at
the end of fiscal year 2011, individuals owed a total of $258 billion in federal unpaid tax debts. When taxes go
unpaid, the rest of the community must pay more to cover both the shortfall and the cost of collection efforts
(U.S. Government Accountability Office (U.S. GAO), 2012; Bruckner, 2016).

FUTURE TRENDS: TAXING ALICE FAMILIES

Besides the cost of household basics and the level of current wages, the tax code is another factor
in the evaluation of economic inequality. According to the Federal Reserve, federal taxes help make
after-tax income more equal, while state taxes make it less equal (Institute on Taxation and Economic Policy
(ITEP), 2015). Reductions in state tax rates — for income tax, sales tax, or payroll taxes — could increase the
income ALICE families have to afford the basic Household Survival Budget. In addition, changes in the tax
structure could reduce inequality between income groups.

The opportunity to avoid paying taxes will increase as the gig economy grows. More than 2.5 million
U.S. taxpayers are participating in the on-demand platform economy every year, and that number is set

to more than double in the next few years. As family budgets get tighter, there will also be pressure to cut
corners where possible. A tax code and enforcement system not designed to capture these tax liabilities will
make it easier for workers to avoid taxes in the future (Bruckner, 2016).
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CONCLUSION: SUMMARY

ALICE households live in every town and county throughout the states included in the United Way ALICE
Project. The research shows that ALICE households are made up of men and women of all races and
ethnicities, young and old, living in urban, suburban, and rural areas.

What also emerged from
the research was a pattern
of coping strategies that
families employ when they
do not have enough income
or assistance to afford
basic necessities. When
looked at as a whole, these
strategies tell us a great
deal about the problems in
our communities, and the
challenges that families
and communities face in
developing solutions:

* Most obviously, the
extent of hardship
— with 40 percent of
households earning
below the ALICE
Threshold — means
that millions of
families are being
forced to make
difficult choices and risky trade-offs on a day-to-day basis.

* The struggle, the risks, and those difficult choices are stressful and taxing for these families,
their employers, and their communities. These situations lead not to advancement, but to worse
outcomes. And not being able to support one’s family even with hard work causes frustration and
increasing distress.

* The problems are complicated and interwoven. Inadequate housing, child care, food, transportation,
and health care create safety risks and health risks to all members of a community, not just ALICE.

For solutions to be effective, they must be as comprehensive and interconnected as the problems
are. Siloed solutions do not work. Policy makers should consider the following:

» Jobs. Higher wages, more hours, or both would mean more ALICE workers could better support their
families and be more engaged in their communities. The means to achieve higher wages range from
raises in current jobs to new job opportunities, which may require training in new skills. Additional work
hours may also demand different work schedules, better transportation, or additional child care to
support increased productivity.
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» Assistance. Public and nonprofit assistance — especially child care assistance, EITC, SNAP, Medicaid,
SSI, and TANF — already makes a big difference for many ALICE and poverty-level families. There
are limits to the effectiveness of assistance, however. Not all struggling families can access benefits
due to eligibility limits and work requirements that have not kept pace with the changing landscape of
jobs, schedules, and household costs. In addition, most assistance is not flexible enough to address
emergencies; for example, a family cannot use food subsidies to pay an unexpected medical bill.

» Crime and incarceration. Most households in the U.S. play by the rules, but in all income tiers, a
small number break the law for financial gain. For a few families with very limited financial options,
that behavior can take the form of selling SNAP benefits or even drugs for cash in order to afford rent
and utilities. The consequences of arrest and fines are particularly severe for low-income households,
especially those without the means to pay fees or hire a lawyer, and the consequences of incarceration
and a criminal record add barriers to future earning ability and eligibility for public assistance that all but
ensure longer-term hardship (Moore, 2013; Stevenson, 2016; Kearney & Harris, 2014). In weighing the
costs and benefits of policy changes that would help ALICE and poverty-level households, the costs of
crime, incarceration, and re-entry are sometimes a part of the equation.

There are specific considerations in each area of the
household budget:

Housing. Because this is the most expensive

item in most families’ budget, housing that is
affordable would make the biggest difference
to ALICE families. Location is also key, in
terms of safety and accessibility to jobs, child
care and schools, healthy food, doctors, and
hospitals. When affordable housing is not
located close to these essentials, there needs
to be additional transportation planning to
bridge the gap.

Child care. With two major purposes in mind
— child development and parent employment
— child care requires trained workers, a safe
setting, and hours and locations that are
work-friendly. Child care vouchers, subsidized
programs, and universal pre-K make a
difference for millions of children and their
working parents. Yet there are still gaps in
coverage for families who are not eligible or
who live in areas without quality providers.

Food. A healthy diet requires more than

affordable food. The extent of food deserts
and chronic hunger highlight the structural
challenges of providing access to fresh fruits
and vegetables, time to prepare meals, and
a kitchen to cook in. SNAP, WIC, and food
pantries provide critical assistance, yet the
problem of food insecurity persists among
ALICE and poverty-level families across the
country.



Transportation. Most jobs require commuting
E by car, yet public transportation is far cheaper.
The reliability and safety of cars, roads, and
the public transportation infrastructure matter
to ALICE families; delays or breakdowns add

to overall expenses, decrease productivity, and
increase exposure to risk.

Health care. Good health is a fundamental

m underpinning to all activities. The research is
clear that access to health insurance improves
health outcomes, and coverage rates are at
an all-time high in the U.S. with the ACA and
the expansion of Medicaid. But there are still
millions without insurance and even more
who are underinsured — who can’t afford their
deductibles or find doctors who accept their
insurance. There is also an ongoing doctor
shortage, particularly in primary care and in
rural areas.

Taxes. As a mechanism to increase equality,

H state tax policies vary across the country.
But in all states, low-income households on
average still pay a higher rate of taxes than
households in the highest income quintile.
Earned income and child tax credits provide
important relief to working families, though
primarily those with children under the age
of 18.

Because conditions vary across counties and

states, the solutions to the challenges that ALICE

and poverty-level families face will vary as well.

Stakeholders — family, friends, nonprofits, businesses,

and the government — will need to work together with

innovation and vision, and be willing to change the structure of the local and national economy and even
the fabric of their communities. Ultimately, if ALICE households are able to become financially stable, state
economies across the country will be stronger and communities more vibrant — improving life not just for
ALICE, but for everyone. The strategies and the interconnected consequences detailed in this report can be
a jumping-off point to create new and better ideas that can help working families move toward this goal.
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