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Act 21 Research and Analysis for the

Legislative Livable Income Study Committee
Part I: Executive Summary, November 2, 1999

Introduction

Act 21 specifies a wide range of research and analysis associated with the issue
of a “livable wage” in Vermont and related State public policy options. These
analytic and research goals are detailed in Act 21, Section 2, and have been
amplified and expanded in Draft 2.0 of the “Livable Wage Committee Discussion
Document” and verbal Committee instruction since July 16, 1999. This research
and analysis has been conducted under the direction of the Legislative Livable
Income Study Committee, Chaired by Representative Barbara Postman.

This report is organized into three sections: Part 1) An executive summary
containing primary findings and recommendations; Part Il) A more detailed
discussion of the 20 issues and related questions outlined in the research Scope
of Work; and Part Ill) Appendices containing more technical material associated
with source data, methodological and analytic output.

Background

The decade of the 1990s has witnessed unprecedented growth in aggregate U.S.
income, wealth and prosperity. The economic expansion we are currently
enjoying will soon be the longest in recorded U.S. economic history. These stellar
aggregate measures of economic progress, however, mask a dramatic shift in the
distribution of income and wealth over the past 20 years that has effectively
excluded tens of millions of Americans from these gains.




Since about 1980 the distribution of income and wealth has become increasingly
unequal and is now more so than at any time since World War Il. The average
income of the richest 5% of the population in 1981 was 14.7 times higher than that
of the lowest 20% of the population. It is now 24.1 times higher. The U.S. Census
Bureau recently reported that not until 1998 did real U.S. median household
income exceed 1989 levels. Unfortunately, for the poorest 20% of the population,
real average income as of 1998 was still below 1989 levels.

Growth in Real Household Income Since 1989
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This stark divergence in income growth (which excludes capital gains income) is
even more pronounced with respect to wealth. As of 1995, booming stock market
values had pushed the share of total U.S. net worth owned by the wealthiest 1% of
the population above 35% for the first time since the Federal Reserve Board began
collecting comparable statistics in 1963. Statistics for 1998, which will be
released soon, are likely to show an even greater concentration of wealth.

There are many possible causes of this polarization of economic fortunes,
including economic globalization, public policy changes and technological change,
none of which point toward a reversal of this trend anytime soon. This reality may
pose important economic, social and political challenges to lawmakers in the
years to come.

With wages and earnings of low income workers lagging well behind the economy
as a whole, one pressing issue that has arisen is that low income workers are
finding it increasingly difficult to earn a decent living, despite full time work. This
issue is the focus of the Livable Income Study Committee and this analysis.



A Livable Income in Vermont

The Committee began its work with a definition of exactly what a “livable income”
is in Vermont. A livable income is defined as an annual family income that is
required to meet essential human needs, consistent with a decent standard of
living.

Livable income levels differ for families, based on where they live, whether and
how many children they have, whether they receive employer-assisted health
care, and the number adults working in the family. With direction from the Livable
Income Study Committee, “basic needs budgets” were constructed for 6 family
configurations (which encompass more than 90% of all low income families in the
state) for both rural and urban locations, with and without employer assisted health
care.

These basic needs budgets are based on minimal costs for essential items such
as food, housing, medical insurance, transportation, child care, clothing, telephone
and a small provision for savings and personal expenditures. As detailed in Part Il,
Tables 1B-G, these budgets include no frills. For example, the USDA “moderate”
food plan used in the budgets assumes a food allowance for a female, age 20 to
50, of $38.10 per week - about the same as the $37 per day maximum food
allowance for Vermont legislators.

Unlike aggregate U.S. cost of living measures, such as the Consumer Price Index
or various GDP deflators, the basic needs budgets used herein are specific to
Vermont and based only on the costs of essential needs. They represent a
standard of decency below which no working Vermont family should fall.

We estimate that about 60,000 Vermonters currently live in a family where at least
one adult works full time and does not earn a livable income. This represents
about 10% of all families in Vermont.

The Minimum Wage and a Livable Wage

A corollary to a livable income is an hourly wage rate that would generate a livable
income, assuming full-time, year-round employment, without public assistance.
This wage rate is referred to as a “livable wage.”

From an historical perspective, the first U.S. minimum wage, enacted in 1938,
was originally envisioned as a livable wage. As Franklin Roosevelt stated, in
urging passage of this legislation:



“No business which depends for its existence on paying less than living wages to
its workers has any right to continue in this country. By living wages, | mean more
than a bare subsistence level — | mean the wages of a decent living.”

There is no single livable wage for all Vermonters. Characteristics such as family
size, geographic location, the presence of employer health benefits, etc., all affect
how much a family must earn to provide basic needs. Livable wage rates
currently run from a low of $8.10/hour for two working adults with no children
located in an urban area, with employer assisted health care, to a high of
$23.68/hour for a single working parent with two children in an urban area, with no
employer assisted health care. A weighted “average” livable wage for Vermonters
would probably be about $12.00/hour.

A portion of this research and analysis examined the possibility of raising the
Vermont minimum wage towards a level consistent with a minimum livable wage.
Accordingly, we estimated a range of economic and fiscal impacts associated
with hourly minimum wage increases to $6.50, $7.50 and $8.50.

We find that a minimum wage increase to $6.50 or $7.00/hour, would probably
have negligible, if any, negative aggregate economic consequences and could be
an important component in advancing some of the lowest income workers
towards a livable income. We also find, however, that Vermont’'s use of the
minimum wage to achieve anything close to an “average” livable wage has serious
drawbacks that limit its efficacy in achieving the overall objective of a livable
income for all working Vermonters.

These drawbacks are associated with three important findings:

1) Earned income growth among the lowest income workers can result in
precipitous state and federal public benefit reductions, substantially offsetting
and in some cases completely negating gains in net family income. This may
leave some low income families with little or no economic gain and can also
result in economic costs to the state from the loss of inflexible federal transfer
payments.

2) Federal (especially) and State income taxes consume a significant proportion
of marginal income well below livable income levels. These high marginal tax
rates in tandem with public benefit reductions sap work incentive and delay
achievement of a livable income.

3) Minimum wage increases that even approach an average livable wage would
result in significantly fewer jobs for low wage workers. A substantial increase
in the relative cost of labor will result in a reduction in the amount of labor used.
This occurs both from incremental reductions in hours and jobs within firms
continuing or beginning operation in the State, and the elimination or relocation
out-of-State of other firms. A state can mandate the minimum wage an
employer must pay, but it cannot mandate the minimum number of workers an
employer hires or the minimum number of hours they work. A small state
such as Vermont cannot expect to sustain a pronounced variation with the
U.S. minimum wage without counterproductive economic consequences.



These findings suggest the need for a range of coordinated policy actions
associated with taxes, public benefits, Federal initiatives, economic development,
health care, education and job training, and minimum employer standards to
address the gap between existing income levels and livable incomes.

The Livable Income Gap

Some of the interactions associated with achieving a livable income are illustrated
in the below chart. It is an example, based on a Vermont family consisting of two
working adults and two children, of how some of the major components affecting
net income, taxes, and public benefits interact at various wage levels and how they
relate to a livable income.

The Livable Income Gap: Two Working Parents, Two Children
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The dotted black line marks the livable income level for this family configuration.
The white gap at the top of the bars represents the gap between a livable income
and actual income based on full time work for both parents at various wage levels.
The lightly shaded (orange) section below the gap represents the cash value of all
state and federal public benefits available at various wage levels. The dark (red)
section represents earned income after taxes. The combination of after tax
income and public benefits constitutes net income. The section shaded with
diagonal lines represents income-based taxes (including social security and
Medicare payments, expressed as a negative number). These do not include



excise taxes such as sales, gasoline or beverage taxes. Detailed charts similar to
the above are contained in Part |l of this report for various family configurations and
public benefits components.

State governments can take action to close the livable income gap in three general
ways:

1) Increase earned income through minimum wage legislation, high quality
education, job training and focused economic development policies;

2) Decrease livable income thresholds by lowering or eliminating taxes until a
livable income is achieved, and encouraging private benefits such as health
care, child care and transportation assistance; and

3) Increase and simplify public benefits to Vermont workers in ways that preserve
incentives to work, insure that benefits reach those in need, and relate to a
livable income.

Other Findings and Recommendations

Other primary findings and recommendations for Committee discussion and
review are summarized below. More complete analyses and discussion of these
recommendations and the findings which led to them are contained in Part Il of this
report.

Establish formal Vermont basic needs budgets and regularly update and expand
these to include all family configurations. These budgets should be used to
establish Vermont livable income levels and should inform tax, welfare and other
policy considerations.

Consider raising minimum State taxable income levels, consistent with livable
income levels. State (and federal) income and other taxes should not act as a
disincentive to work and should not take away earned income until a livable
income has been achieved. Consider State excise tax credits for working families
who do not earn a livable income. These tax levels should be adjusted each year
in accordance with Vermont-specific basic needs budgets.

Coordinate all public benefits programs, including ANFC, Medicaid, VHAP, Food
Stamps, Dr. Dynasaur, Section 8 and other housing assistance, Child Care,
Renter Rebates, Telephone Lifeline, EITC’s, etc., so as to remove identified
benefits “cliffs” and insure that work incentives are preserved as wages rise.

Coordinate minimum wage increases with State policies to insure that a maximum
amount of state and federal tax savings from higher taxes and lower transfer
payments be returned to low wage workers and/or retained in the state. These



policies should address both potential reductions in Federal transfer payments and
increased Federal income tax payments. They may include:

o Policy coordination with the Agency of Human Services and careful public
benefits program modifications to insure that federal transfer payments are
maximized;

o Possible State coordination and/or employer assistance in maximizing the use
of tax-free employer benefits such as health care, child care, and
transportation assistance in lieu of taxable income; and,

0 Possible expansion of the State EITC as a mechanism for maintaining
incentives to work.

Establish a formal dialog with all Vermont Federal Congressional members and
their staffs to convey the findings of this study and explore possible Federal pilot
programs and Federal legislation to be coordinated with State policy changes. A
great deal of the work disincentives and loss of net income from wage increases
stem from existing Federal tax and welfare policies. State policies must be
designed and coordinated in the context of these Federal policies. As a small
state, Vermont citizens have exceptional access to their Congressional
representatives and may be better positioned to experiment with Federal pilot
programs since Federal impacts would be relatively small.

Develop and maintain essential statistical and analytic information necessary to
regularly evaluate State minimum wage changes and related policy options.
Regularly review and analyze income and wage distribution data within the State.
This includes development and maintenance of an IRS-based Analytic Income Tax
Database housed in the State Tax Department, additional DET survey data, and
critical follow-up studies to measure various impacts of minimum wage increases
and related policy actions in Vermont.

The real (inflation-adjusted) effective minimum wage for Vermonters has declined
over the last 30 years from a high of about $7.85 (in today’s dollars) in 1968 to a
low of about $4.75 in 1994, to it's current level of $5.75. While we do not
unanimously recommend automatic minimum wage indexation, it is essential that
minimum wage changes and exclusions be reviewed annually, in light of growth in
basic needs budgets, local information on changing wage distributions, Federal
changes in the minimum wage, other state minimum wage changes (especially in
surrounding states), and analysis of relevant economic conditions.

Special attention should be given to policy issues affecting families with children.
There are many human issues associated with this analysis that do not lend
themselves to easy quantification and may take many years to be fully recognized.
Many of these relate to the needs of workers with children. Such workers are
often required to perform two jobs: one that earns sufficient income to survive and
one of being a responsible parent. There are tremendous social and public costs
to requiring parents to sacrifice the latter for the former. Public policy should pay
particular attention to the time requirements associated with parenting and not
ignore the real costs of parental neglect. Child care benefits should be adjusted to
avoid rapid loss of benefits with income gains, and consideration should be given
to more expansive tax credits for working families with children.



Consider creation of a tiered minimum wage that allows application of some or all
of the cash value of employer benefits against a stated minimum wage.

Evaluate the relative effectiveness of various economic development and
workforce training programs and coordinate these with wage and tax policies.

The use of temporary, part-time and contract workers has significantly increased
over the past 20 years. Most employment and labor laws, however, focus
primarily on the interests of regular full-time workers. We recommend a thorough
assessment of these laws to insure they adequately protect the large and growing
number of nonstandard work arrangements, with specific attention to the
extension of pro-rated benefits for part-time and temporary workers.
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Issue#1

“Determine the amount of a minimum livable wage rate with recommendations for
achieving it in a reasonable time, a system for maintaining a livable minimum wage in
light of inflation and any other economic factors that may affect buying power.” [Act 21,
§2(b)(1)]

Related questions: “What is a minimum livable wage rate in Vermont? How is it
defined? How sensitive is it to various assumptions of ‘basic needs’? How can it be
adjusted over time to account for inflation and related factors? Can it be achieved in a
reasonable period of time? If not, why? If so, will there be any negative economic
impacts?” [Scope of Work]

How is a minimum livable wage rate defined?

A minimum livable wage rate is an hourly wage that, with full-time employment,
produces income necessary to cover basic needs plus federal and state taxes.

What are basic needs?

The standard for earned income must be higher than poverty, which is defined as
material deprivation. We assume that compensation from full-time work should be
adequate to ensure economic self-sufficiency and a decent standard of living.

What is self-sufficiency?

According to the U.S. General Accounting Office, self-sufficiency “requires
independence from publicly provided income and housing assistance, and adequate
income to provide for basic needs.”*

What is a decent standard of living?

Something more than subsistence including food, clothing, shelter, health insurance,
transportation, telephone and various personal and household expenditures. For many
families, childcare has become a necessity. Some also consider life insurance and
savings for supplemental retirement, children’s education and emergencies as elements
of a “decent” standard of living and a prudent expenditure for families.

How much is enough?

Certain subjective judgments must be made about the quality and quantity of goods and
services that comprise a decent standard of living. Ultimately, this is a political decision.

! Self-sufficiency: Opportunities and Disincentives on the Road to Economic Independence, US GAO, GAO/HRD-

93-23, August, 1993.
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What are the methodological choices for defining a livable wage and how
sensitive are they to various assumptions of “basic needs?”

There are at least four options:

1. Multipliers: This method is the basis for the federal poverty level established in 1955.

Using national survey data on family consumption patterns, this approach takes the
cost of a basic commodity as a percentage of an average family budget and uses
that percentage to derive a multiplier. In the case of the poverty measure, the federal
government used food as the basic commodity. Experts at USDA developed an
“economy food plan”? that met minimum nutritional requirements and the component
food items were priced around the country and averaged. Based on the Consumer
Expenditure Survey, food costs were estimated to be one third of a total family
budget. Therefore, the multiplier was three. Thus, if the annual cost of the “economy
food plan” were $1,000, the poverty level would be $3,000.

The advantage of this approach is simplicity but it ignores changes in consumption
patterns that can affect the multiplier. For example, at the time of the adoption of the
poverty measure, it was assumed there was a parent at home to care for children so
childcare was not considered part of the family budget. With changes in labor force
participation, however, childcare has become a necessity for many families. If
childcare was included in the family budget, food would represent a smaller
percentage of total expenditures and the multiplier would be higher. Furthermore,
unless adjustments are made over time (which has not been done with the poverty
measure), this approach will not reflect changes in the relative cost of one or more
elements of a family budget. For example, the rate of increase in the costs of
housing and health care has been much greater than the rate of increase for food.
As a result, the cost of food has declined as a percentage of total expenditures and
the multiplier is no longer accurate. It is for these reasons (and others) that many
prominent economists and statisticians have called for changes in the federal poverty
measure.’

. Categorical: This approach requires the creation of a basic needs budget and was

used by the Bureau of Labor Statistics (BLS) for the Family Budget Program until it
was discontinued in the 1980’s. This method was refined by Renwick & Bergmann in
1993* and was used in the Vermont Job Gap Study. The elements of such a budget
are subject to debate but most people are likely to agree on the basic categories for a
working family — food, housing, transportation, health care, childcare (where
necessary), clothing and household expenses, and personal expenses. The
development of such a budget requires some normative choices regarding the
adequacy of all the elements (quality and quantity) but in some cases there are
“official” or “expert” standards available.® In the absence of such standards, there is
useful data available from the Consumer Expenditure Survey on family consumption

w N

IS

Now referred to as the “Thrifty Food Plan.”

Citro, Constance F. and Michael, Robert T., editors, Measuring Poverty: A New Approach, National Academy
Press, Washington, D.C., 1995

Renwick, Trudi J. and Bergman, Barbara R., “A Budget Based Definition of Poverty,” Journal of Human
Resources, V. 28, #1, Winter, 1993.

For example, USDA food plans, survey data from HUD, DOT, and HCFA (health care).
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patterns for various income groups. This information can be used to set allowances
for certain expenditures such as clothing and household expenses.

The advantages of the budget-based approach are that it can be updated regularly to
reflect changes in consumption patterns (such as childcare) and it does not require
the use of a multiplier. On the other hand, there will always be some assumptions
embedded in the budget that might be subject to dispute such as the number of
children expected to share bedrooms or the appropriateness of the methodology
used for HUD’s Fair Market Rents or USDA’s Food Plans.

3. Relative thresholds: This approach simply compares “the income or consumption of a
family with that of other typical families. [It] designates a point in the distribution of
income or expenditures to serve as the [benchmark] for a reference family.”® As the
name implies, this method is based on the assumption that the benchmark (in this
case, a livable wage) must not be fixed but should change over time to reflect the
social nature of economic conditions. That is, as the median family income
fluctuates, so too will public perceptions of a “decent” standard of living. When used
in establishing poverty thresholds, the benchmark has often been one half the
median income. A livable wage threshold would likely be somewhat higher.

The advantages of this approach are that it is easy to understand, easy to calculate,
and is self-updating. On the other hand, relative thresholds are totally arbitrary since
they’re not based on a budget. Moreover, updating the threshold can be problematic
due to changes in household or family composition. That is, if the original reference
family were four persons but the average family size declined (as it has), median
family income would no longer represent the same per capita expenditures so the
standard of living may no longer be equivalent. For example, if the median income
for a family of four were $20,000, per capita expenditures would be $5,000. But if the
family only had three members, the per capita expenditure would be $6,667. Finally,
this approach cannot account for different circumstances among families that require
non-discretionary expenditures such as childcare. As a result, the threshold amount
would permit more discretionary spending for some families than it would for others.

4. Subjective thresholds: This approach relies on public opinion data. Sample
households are surveyed and asked to estimate the amount of income necessary to
make ends meet. Although this method avoids reliance on “experts,” it has many
disadvantages. Responses to such surveys are known to vary significantly based on
the questions asked and other differences in methodology. In addition, responses
often show wide variation around the mean (i.e., large standard errors).” Finally,
individual responses may reflect differences in expectations rather than objective
perceptions of need.

Recommendation

There is no truly objective way to establish a livable wage since all the available
options entail judgment. However, we find the Relative and Subjective approaches

Op cit., Measuring Poverty, p. 124.
Op cit., Measuring Poverty, p. 135.
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especially inappropriate because they are totally arbitrary. The Multiplier approach is
appealing because of its relative simplicity but it is not sufficiently sensitive to
changes in circumstances or prices to be useful over time. Although not without
shortcomings, the Categorical (or budget-based) approach has the most advantages

and the fewest disadvantages.

The Categorical approach requires consensus on the elements of the budget and
about the appropriate levels of adequacy for each item. Fortunately, there are
generally accepted standards and reliable data for two key items (i.e., food and
housing). For items without such standards, there is enough data available for policy
makers to make their own judgments. In addition, the budget-based approach can
be updated regularly without difficulty and can be easily adapted for different family
sizes. Finally, for those budget items not based on local or regional data, it is
possible to adjust average national expenditures for regional variations using the
Consumer E xpenditure Survey. Listed below are the proposed budget categories
and data sources used in the livable wage estimates included in this report. For
detailed information about sources and methodology, see Appendix 1.

Table 1A
Basic Needs Budget Categories & Data Sources
Budget Categories Data Source(s) Date &
Frequency
Food U.S. Dept. of Agriculture (USDA), Center for USDA - 6/99
Nutrition Policy & Promotion, “Low Cost Food monthly
Plan”
Housing U.S. Dept. of Housing & Urban Development HUD — 1998
(HUD), “Fair Market Rents” annually
Transportation U.S. Dept. of Transportation (DOT), National DOT - 1990
Personal Transportation Survey, Demographic occasionally®
Special Reports and Internal Revenue Service IRS — 1999
(IRS) cost per mile for business travel annually
Health care Kaiser Permanente, CHP Plan 910 CHP —12/98
(for single, two-persons, and families) annually®
Dental care Northeast Delta Dental, Preventer 1 (small bus.) | NDD — 7/99
(for single, two-persons, and families) annually
Childcare Vermont Department of Social & Rehabilitation SRS —-1998
Services (SRS), Office of Childcare Services annually
(rural) and Child Care Resource (CCR - urban) CCR — annually
Clothing & HH expenses | U.S. Department of Labor, Bureau of Labor CES —-1997
Statistics, Consumer Expenditure Survey (CES) annually
Personal expenses Derived from Consumer Expenditure Survey CES — annually
Telephone Bell Atlantic, Standard Use Measured Service Bell — 1999
Renter’s insurance Smith, Bell & Thompson (SBT) SBT — 1999
Savings Fixed percentage of before-tax income NA

Life insurance

National Life of Vermont

Nat. Life — 1999

8

DOT has completed the 1995 National Personal Transportation Survey but has not yet published a Demographic

Special Report with the detailed information about miles traveled by gender, work status and location.
Although CHP is leaving VT, the figures can be updated easily with policy quotes from another provider.
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Savings / supplemental retirement: Most would agree that it's prudent for families to
save for their children’s education, supplemental retirement, and emergencies.
Reasonable people may disagree about an appropriate amount of monthly savings but
not its importance to a family’s security and independence.

Life insurance: Again, it's prudent for wage earners with children to be insured.
Although many Vermonters receive life insurance as a fringe benefit of employment, at
least as many do not (see Appendix 1 for details).

Debt service: Although debt is a reality for most families, a livable wage (combined with
fiscal discipline) should allow families to avoid consumer debt. Therefore, we have not
included it in our draft budget. If policy makers choose to include debt service in the
basic needs budget, data for average consumer debt by income class is available from
the Federal Reserve Board.

How can the livable wage rate be adjusted over time to account for inflation and
related factors?

One of the advantages of using a basic needs budget is that the costs for most budget items
are based on reliable sources that are updated frequently so there is no need to use the
CPI. For example, the following sources are updated regularly: USDA Food Plans --
monthly, and HUD FMR’s, IRS mileage expense, and SRS and CCR childcare costs —
annually. Most of the other categories are based on current consumer prices that can be
updated at will (e.g., telephone, health, dental, life, and renter’s insurance).

Can alivable wage be achieved in areasonable period of time? If not, why? If so, will
there be any negative economic impacts?

These subjects are addressed in Issues 3, 5 and 9.
What is a minimum livable wage rate in Vermont?

Estimated livable wage rates for 1998 are summarized below in Chart 1A and are
shown in detail on the following pages. Tables 1B through 1G include estimates for six
(6) different family units in both rural and urban settings, with three different sets of
assumptions.

It's important to note that the total cost of meeting basic needs is found in Column A, for
which we assumed that each worker paid the full cost of health insurance. This is the
cost of meeting all the family’s basic needs without any assistance from the employer or
the state. In Column B, we assumed that each worker received health insurance
benefits from the employer, and that Dr. Dynasaur covered any children. Therefore, the
difference in the “equivalent hourly wage” between columns A and B represents the
value of the employer’s contribution to health insurance and Dr. Dynasaur. The
combined value of these two benefits ranged between $1 per hour and $4 per hour.

15



Chart 1A

Livable wage estimates

$24+ $19.08 $20.12
$20
Wage estimates are an $16
average of the urban and
rural estimates from Column $12-
B of Tables 1B through 1G
on the following pages. $8-
$4
$0
)
@
et
2 o
W%
QO O\
82 A©
o 0‘0\\6 0‘0\\6
\\ )
o e(\\'%
o oS
1 A

1.6




Table 1B

Estimated Cost of Basic Needs and Livable Wage

Single Person

(Full-time work with and without employer-assisted health care)

Urban Rural
A B C A B C
No employer | With employer | With employer No employer | With employer | With employer
assisted assisted assisted assisted assisted assisted
health care health care health care health care health care health care
Category cost / mo. | cost/ mo. | cost/ mo. cost / mo. | cost/ mo. | cost/ mo.
Moderate Cost Food Plan Low Cost Plan Moderate Cost Food Plan Low Cost Plan
Food $206 $206 $169 $206 $206 $169
Rent & Utilities 519 519 519 455 455 455
Health Care® 233 109 109 233 109 109
Transportation 223 223 223 255 255 255
Child Care 0 0 0 0 0 0
Clothing / Household 196 196 196 196 196 196
Telephone 36 36 36 36 36 36
Personal Exp. 60 60 30 60 60 30
Renter's Insurance 10 10 10 10 10 10
Dental insurance 36 36 36 36 36 36
Term Life Insurance 0 0 0 0 0 0
Savings (5%) 76 70 0 74 68 0
[Total Monthly Expenses | [ $1,595 | $1,465 | $1,328 | | $1561 [ $1431 | $1,296
[ Annual Expenses | | $19,139 | $17,577 | $15936 | | $18,736 | $17,174 | $15552
| Federal & State Taxes® | | $5094 [ $4410 | $3688 | | $4950 [ $4,390 | $3,677

[ Annual Income

[ $24233 | $21,987 | $19,624 |

[ $23686 | $21,564 | $19,229

| Equivalent Hourly Wage |

[ $1165 | $1057 | $9.43 |

[ $1139 | $1037 | $9.24

1. Employer contribution = 66% of the monthly premium cost for a single person.
2. Includes federal & state income taxes, FICA and Medicare.
See Appendix 1 for complete description of methodology.
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Table 1C

Two Adults with No Children
(Full-time work with and without employer-assisted health care)

Estimated Cost of Basic Needs and Livable Wage

Urban Rural
A B C A B C
No employer | With employer | With employer No employer | With employer | With employer
assisted assisted assisted assisted assisted assisted
health care health care health care health care health care health care
Category cost / mo. | cost/ mo. | cost/ mo. cost /mo. | cost/ mo. | cost/ mo.
Moderate Cost Food Plan Low Cost Plan Moderate Cost Food Plan Low Cost Plan
Food $410 $410 $322 $410 $410 $322
Rent & Utilities 519 519 519 455 455 455
Health Care® 465 169 169 465 169 169
Transportation 591 591 591 693 693 693
Child Care 0 0 0 0 0 0
Clothing / Household 219 219 219 219 219 219
Telephone 36 36 36 36 36 36
Personal Exp. 120 120 60 120 120 60
Renter's Insurance 10 10 10 10 10 10
Dental insurance 62 62 62 62 62 62
Term Life Insurance 19 19 0 19 19 0
Savings (5%) 123 108 0 124 110 0
[Total Monthly Expenses | [ $2,574 | $2,263 | $1,988 | | $2,613 [ $2,303 | $2,026 |
[ Annual Expenses | $30,883 | $27,153 | $23,856 | [ $31,361 | $27,632 | $24,312 |
| Federal & State Taxes® | | $7,893 [ $6555 | $5373 | | $8,095 | $6,727 | $5536 |

[ Annual Income

[ $38,776 | $33,708 | $29,229 |

| $39,456 | $34,359 | $29,848 |

Equivalent Hourly Wage

$18.64

$16.21

$14.05

$18.97

$16.52

$14.35

Avg. per wage earner

$9.32

$8.10

$7.03

$9.48

$8.26

$7.18

1. Employer contribution = 79% of the monthly premium cost for a two-person family.
2. Includes federal & state income taxes, FICA and Medicare.
See Appendix X for complete description of methodology.
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Table 1D

Estimated Cost of Basic Needs and Livable Wage

Single Parent with One Child

(Full-time work with and without employer-assisted health care + Dr. Dynasaur)

Urban Rural
A B C A B C
No employer | With employer | With employer No employer | With employer | With employer
assisted assisted assisted assisted assisted assisted
health care or | health care + health care + health care or | health care + health care +
Dr. Dynasaur | Dr. Dynasaur | Dr. Dynasaur Dr. Dynasaur | Dr. Dynasaur | Dr. Dynasaur
Category cost /mo. | cost/ mo. | cost/ mo. cost/ mo. | cost/ mo. | cost/ mo.
Moderate Cost Food Plan Low Cost Plan Moderate Cost Food Plan Low Cost Plan
Food $315 $315 $256 $315 $315 $256
Rent & Utilities $692 $692 $692 $570 $570 $570
Health Care' 465 164 164 465 164 164
Transportation 224 224 224 255 255 255
Child Care 414 414 414 387 387 387
Clothing / Household 219 219 219 219 219 219
Telephone 36 36 36 36 36 36
Personal Exp. 120 120 60 120 120 60
Dental insurance’ 62 36 36 62 36 36
Renters Insurance 10 10 10 10 10 10
Term Life Insurance 12 12 12 12 12 12
Savings (5%) 128 112 0 123 106 0
|Tota| Monthly Expenses $2,697 $2,354 $2,123 $2,574 $2,230 $2,005
[ Annual Expenses $32,369 | $28,249 | $25,476 | $30,883 | $26,762 | $24,060 |
| Federal & State Taxes® | $7,284 $5,806 $4,812 $6,751 $5,273 $4,304

[ Annual Income

| $39,653 | $34,055 | $30,288 |

[ $37,634 | $32,035 | $28,364 |

[ Equivalent Hourly Wage|

$19.06

$16.37

$14.56

$18.09

$15.40

$13.64

1. For columns B and C, we assumed the child is covered by Dr. Dynasaur so the employer only contributes to a

single person policy. Employer contribution = 66% of the premium.
2. Except for column A, the child's dental care is covered by Dr. Dynasaur so the cost is for a single person only.
3. Includes federal and state income taxes, FICA and Medicare.

See Appendix 1 for complete description of methodology.
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Table 1E

Estimated Cost of Basic Needs and Livable Wage

Single Parent with Two Children
(Full-time work with and without employer-assisted health care)

Urban Rural
A B C A B C
No employer | With employer | With employer No employer | With employer | With employer
assisted assisted assisted assisted assisted assisted
health care or | health care + health care + health care or | health care + health care +
Dr. Dynasaur | Dr. Dynasaur | Dr. Dynasaur Dr. Dynasaur | Dr. Dynasaur | Dr. Dynasaur
Category cost/mo. | cost/ mo. | cost/ mo. cost/mo. | cost/ mo. | cost/ mo.
Moderate Cost Food Plan Low Cost Plan Moderate Cost Food Plan Low Cost Plan
Food $462 $462 $373 $462 $462 $373
Rent & Utilities $692 $692 $692 $570 $570 $570
Health Care' 634 209 209 634 209 209
Transportation 224 224 224 255 255 255
Child Care 607 607 607 568 568 568
Clothing / Household 285 285 285 285 285 285
Telephone 36 36 36 36 36 36
Personal Exp. 180 180 90 180 180 90
Dental insurance’ 105 36 36 105 36 36
Renters Insurance 10 10 10 10 10 10
Term Life Insurance 14 14 14 14 14 14
Savings (5%) 162 138 0 156 131 0
[Total Monthly Expenses | | $3,411 | $2,893 $2,576 [ $3275 | $2,756 | $2,446 |
[ Annual Expenses | | $40,937 | $34,713 | $30,912 | | $39,299 [ $33,075 [ $29,352 |
| Federal & State Taxes® | | $8311 [ $6,078 $4,715 [ $7723 | $5491 | $4155 |

[ Annual Income |

[ $49,248 | $40,791 | $35,627 |

[ $47,022 | $38566 | $33,507 |

| Equivalent Hourly Wage |

[ $2368 |

$19.61

$17.13

[ $22.61 ]

$18.54

| $16.11

1. For columns B and C, we assumed all children are covered by Dr. Dynasaur so the employer only contributes to a

single person policy. Employer contribution = 66% of the premium.
2. Except for column A, children's dental care is covered by Dr. Dynasaur so the cost is for a single person only.
3. Includes federal and state income taxes, FICA and Medicare.

See Appendix 1 for complete description of methodology.
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Table 1F

Estimated Cost of Basic Needs and Livable Wage

Two Parents & Two Children (one wage earner)
(Full-time work with and without employer-assisted health care)

Urban Rural
A B C A B C
No employer | With employer | With employer No employer | With employer | With employer
assisted assisted assisted assisted assisted assisted
health care or | health care + health care + health care or | health care + health care +
Dr. Dynasaur | Dr. Dynasaur | Dr. Dynasaur Dr. Dynasaur | Dr. Dynasaur | Dr. Dynasaur
Category cost/mo. | cost/ mo. | cost/ mo. cost/mo. | cost/ mo. | cost/ mo.
Moderate Cost Food Plan Low Cost Plan Moderate Cost Food Plan Low Cost Plan
Food $641 $641 $516 $641 $641 $516
Rent & Utilities $692 $692 $692 $570 $570 $570
Health Care* 679 269 269 679 269 269
Transportation 520 520 520 614 614 614
Child Care 0 0 0 0 0 0
Clothing / Household 285 285 285 285 285 285
Telephone 36 36 36 36 36 36
Personal Exp. 240 240 120 240 240 120
Dental insurance’ 105 62 62 105 62 62
Renters Insurance 10 10 10 10 10 10
Term Life Insurance 15 15 15 15 15 15
Savings (5%) 161 139 0 160 137 0
[Total Monthly Expenses | [  $3,384 $2,909 $2,525 [ $3355 | $2,879 | $2,497 |
[ Annual Expenses | | $40,610 | $34,902 | $30,300 | | $40,257 [ $34,549 [ $29,964 |
| Federal & State Taxes® | [ $8,920 $6,872 $5,221 | $8,793 | $7,376 [ $5101 |

[ Annual Income |

[ $49,530 | $41,774 | $35,521 |

[ $49050 | $41,925 | $35,065 |

| Equivalent Hourly Wage |

[ $23.81

$20.08

$17.08

$23.58 |

$20.16

| $16.86

1. For columns B and C, we assumed all children are covered by Dr. Dynasaur so the employer only contributes to a

two person policy. Employer contribution = 79% of the premium.
2. Except for column A, children's dental care is covered by Dr. Dynasaur so the cost is for a two persons only.
3. Includes federal and state income taxes, FICA and Medicare.

See Appendix 1 for complete description of methodology.
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Table 1G

Estimated Cost of Basic Needs and Livable Wage

Two Parents & Two Children (two wage earners)
(Full-time work with and without employer-assisted health care)

Urban Rural
A B C A B C
No employer | With employer | With employer No employer | With employer | With employer
assisted assisted assisted assisted assisted assisted
health care or | health care + health care + health care or | health care + health care +
Dr. Dynasaur | Dr. Dynasaur | Dr. Dynasaur Dr. Dynasaur | Dr. Dynasaur | Dr. Dynasaur
Category cost/mo. | cost/ mo. | cost/ mo. cost/mo. | cost/ mo. | cost/ mo.
Moderate Cost Food Plan Low Cost Plan Moderate Cost Food Plan Low Cost Plan
Food $641 $641 $516 $641 $641 $516
Rent & Utilities $692 $692 $692 $570 $570 $570
Health Care' 679 269 269 679 269 269
Transportation 591 591 591 693 693 693
Child Care 607 607 607 568 568 568
Clothing / Household 285 285 285 285 285 285
Telephone 36 36 36 36 36 36
Personal Exp. 240 240 120 240 240 120
Dental insurance’ 105 62 62 105 62 62
Renters Insurance 10 10 10 10 10 10
Term Life Insurance 23 23 23 23 23 23
Savings (5%) 195 173 0 193 170 0
[Total Monthly Expenses | [  $4,104 $3,629 $3,211 [ $4,043 | $3567 | $3,152 |
[ Annual Expenses | | $49,253 | $43546 | $38532 | | $48,510 [ $42,802 [ $37,824 |
| Federal & State Taxes® | | $10,389 | $8,342 $6,544 [ $10,123 | $8075 | $6,310 |

Annual Income

[ $59642 | $51,888 | $45,076 |

[ $58,633 | $50,877 | $44,134 |

Equivalent Hourly Wage

$28.67

$24.95

$21.67

$28.19

$24.46

$21.22

Avg. per wage earner

$14.34

$12.47

$10.84

$14.09

$12.23

$10.61

1. For columns B and C, we assumed all children are covered by Dr. Dynasaur so the employer only contributes to a

two person policy. Employer contribution = 79% of the premium.
2. Except for column A, children's dental care is covered by Dr. Dynasaur so the cost is for a two persons only.
3. Includes federal and state income taxes, FICA and Medicare.

See Appendix 1 for complete description of methodology.
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Issue # 2

“Consider the impact of a livable wage on public assistance payments and other
employee benefits, including the cost to the state and employers of providing those
benefits.” [Act 21, Section 2(b)(2)].

Related questions: “If the minimum wage were raised to the level of a livable wage,
what impact would this have on public assistance payments and tax revenues? How
much might the State and private employers save as a result? How might this affect a
low-income worker in terms of total income including the cash value of public benefits?
Might some workers end up being worse off with a livable income due to decreased
eligibility for public assistance payments? Are there benefit ‘cliffs’ that can be identified
and ways to adjust benefit programs to avoid these?” [Scope of Work].

What is the relationship between the minimum wage and public assistance
payments?

We identified the livable income for different household types in Issue #1. In all cases,
the livable wage is considerably higher than the current minimum wage of $5.75 per
hour. This means that households dependent on minimum-wage workers cannot
provide their basic needs without assistance.

The six graphs that follow (2A — 2F) show the public assistance available to six
households dependent on minimum-wage jobs. The graphs are based on the six
household types specified by the Committee. The livable income for each is a weighted
urban / rural average, assuming there are no employer benefits.

Public assistance helps to partially fill the gap between wages and a livable income.
As would be expected, however, as the minimum wage increases from $5.75 to a
livable wage, various components of public assistance decrease.

There are two trends worth noting:

At $5.75 per hour, none of the households are able to meet their basic needs. Even
with public assistance, there is a gap between the household’s actual income and the
livable income.

Increases in the minimum wage would not change the ability of some households to
meet their basic needs until the wage is significantly higher than it is now. These are
the households most dependent on public assistance. In many cases, they would
lose one dollar (or more) of public assistance for each dollar they gained in wages.

Might some workers end up being worse off with a livable wage because of lost
public assistance benefits?

As is indicated in the six graphs on the following pages (2A — 2F), modest increases in
the minimum wage are not likely to help those households most dependent on public
assistance to meet their basic needs. In some cases, they would actually have less net
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Components of Livable Income of $39,604

Chart 2A
Meeting Basic Needs: Single Parent,Two Children
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Chart 2B

Meeting Basic Needs: Two Parents (One Working) and Two Children
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Chart 2C

Meeting Basic Needs: Two Working Parents, Two Children
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Chart 2D

Meeting Basic Needs: Single Parent, One Child
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Components of Livable 