Perpetuating Poverty

Income and Asset Testing in Welfare Programs

Ryan M Yonk

Abstract

The programs of TANF, Food Stamps, and Supplemental Security Income are three of the most common welfare programs provided in the US system, and as such share similarities. Each program has strict income guidelines for initial and continuing eligibility and each requires both initial and ongoing asset tests to continue eligibility. When these rules are strictly enforced a family who is a hard-core welfare user will find it nearly impossible to break the welfare cycle and successfully leave poverty. However when both income restrictions and asset limitations are relaxed, they may be better able to do so.


When considering the major social welfare policies of the United States, the small number of aid programs is surprising. Despite being an advanced western style democracy the United States has, outside the Social Security Entitlement, small growth in social welfare programs. Three major programs come to mind when considering those policies. Temporary Aid to Needy Families, the Food Stamp program, and the Supplemental Security Income program administered by the Social Security Administration. While each of these programs are designed to provide a different area of support to those in poverty they have many similarities which are worth reviewing. Each program is considered eligibility based, rather than an entitlement. This means that for each program, specific eligibility requirements must be met to qualify for the assistance offered. Each program employs both income testing and asset limits to restrict qualification. These basic similarities between programs limit those who qualify to only the most severely impoverished and limit their ability to move out of poverty permanently. 


The income testing requirements and the asset limits set by the programs are prohibitory to those in poverty moving out of poverty. Once caught in the world of income testing and asset limitations a family will struggle to accumulate sufficient capital to maintain themselves above the poverty level for an extended period of time after leaving welfare. When we consider the costs of housing, food, and other basic necessities the limits placed on them will doom many to a continued life within the system. Each program and often each state sets differing limits on income and the maximum level of assets. As such, the figures I will rely on are those required to receive benefits within Utah.  

As we consider each program some background data is helpful. I have included the income and asset tests for each program as administered in Utah.

Temporary Aid to Needy Families: 

Called Utah’s Family Employment Program.

Income Limitation

	Household Size
	Monthly Gross Income Limitation
	Annual Gross Income Limitation
	Cash Assistance Amount

	1
	$608.00
	$7296.00
	$274.00

	2
	$843.00
	$10116.00
	$380.00

	3
	$1,050.00
	$12600.00
	$474.00

	4
	$1,230.00
	$14760.00
	$555.00

	5
	$1,400.00
	$16800.00
	$632.00


Asset Limit: 
$2,000 per household.

Food Stamps:
Income Limitation

	Maximum Monthly Allotment
	Household Size
	Gross Monthly Income Limits
	Gross Annual Income Limits
	Net Monthly Income Limits
	Net Annual Income Limits

	$152
	1 
	$ 1,037
	$12444
	$ 798
	$9576

	$278
	2 
	$1,390
	$16680
	$1,070 
	$12840

	$399
	3 
	$1,744
	$20928
	$1,341
	$16092

	$506
	4 
	$2,097
	$25164
	$1,613
	$19356

	$601
	5 
	$2,450 
	$29400
	$1,885 
	$22620


Asset Limit
“Households may have $2,000 in countable resources, such as a bank account. Households may have $3,000 if at least one person is age 60 or older, or is disabled. Certain resources are not counted, such as a home and lot and the resources of people who receive Supplemental Security Income (SSI) or benefits under the Temporary Assistance for Needy Families (TANF) program.”

Supplemental Security Income:
Income Limitation:

 “In 2006, a person must have less than $623 a month in unearned income to receive SSI benefits. A couple can get SSI if they have unearned income of less than $924 a month. 

Because a larger portion of earned income is disregarded, a person who receives SSI can earn up to $1,291 a month ($1,893 for a couple) and still continue receiving SSI. 

 A person who is just now applying for SSI disability benefits and earns more than $800 a month probably will not be able to get SSI benefits. Income lowers the amount of an SSI payment. But not everything a person gets is income, and some things that are income do not count.”

Asset Limit
“For a person to get SSI the resources, or things a person owns, must be worth no more than $2,000; a couple’s resources can be worth up to $3,000.”


As we consider the income tests used by each of these three programs we find that  a family of three’s gross income allowed yearly is varied and quite low. To qualify for Utah’s version of TANF this family of three must make less than $12,600 and to receive food stamps this same family must make less than $20,928. To help give this some perspective, consider that two adults working full time at minimum wage total earn a gross annual income of $21,424. Two minimum wage jobs preclude eligibility for either program. The greater question of what is poverty is brought into question by the fact that two minimum wage jobs place any assistance outside the reach of this family and yet generally this income level does not provide adequate resources. The question of how to determine eligibility is directly tied to how we test income for these programs. If the goal of these programs is to lift individuals out of poverty and encourage self-sufficiency the income test as currently applied is counter productive. 


This is particularly apparent when we consider what has come to be called the hard-core welfare recipient. When a family applies for TANF or Food Stamps due to temporary loss of employment the income test will allow for eligibility and will not preclude them from leaving poverty when re-employment occurs. 

The income testing requirements have traditionally been utilized to control eligibility and to narrow the scope of welfare programs in the United States. While these income tests may provide a useful starting point to determine where we believe the need for welfare services begins, they become problematic as we attempt to determine how continuing eligibility is evaluated. Simply because a family emerges from the set guideline does not mean that they have gained any skills that will enable them to remain out of poverty. This is particularly true when the employment obtained is in the service or unskilled labor sectors, both of which are highly volatile. If we consider the relatively small number of “hard-core” welfare recipients these are clearly the only occupations that they qualify for. With TANF’s particular predilection towards any employment, the following situation plays out time and again for this group. A job is obtained, it raises the monthly gross income above the allowable level, services are discontinued, within a relatively short time the job is lost, and benefits must be re-applied for. The costs of this cycle are astronomical. The dollars used to reevaluate eligibility could be put to better use helping the recipient master the skills necessary to remain off welfare for the long term.

However this cycle is the way in which we measure the success of many of these programs. Social workers are encouraged to move individuals off the program to ensure that the welfare rolls do not increase substantially over time. While this is a politically attractive solution it is devastating both to the individuals we are attempting to help and to the cost of the system. 


It his helpful to note that for a large majority of TANF and Food Stamp recipients, the natural evolution from temporary job loss, to other long-term employment is likely to occur naturally. The system provides for the needs of these families relatively well. However for the least skilled and most impoverished the system fails. It is for this group that a different solution must be considered. 


This group will continue within this cycle unless we provide reasonable options for allowing them to continue to receive benefits until the likelihood of continued employment above poverty levels is practicable. One potential solution for this problem would involve separating out those that are receiving benefits due to a temporary job loss and who have a significant chance of becoming re-employed from those who do not. The current system could continue to work well for those temporarily with out employment. In splitting the system those with chronic welfare needs could be assigned to a different program which would administer funds on a longer term with the focus on finding long-term employment, and obtaining skills necessary to maintain that employment. This would require an increase in manpower to provide the necessary aid to these individuals. However the resulting costs could be offset by the reduction in re-eligibility examinations for those caught in this cycle.  


This change in focus would provide us with the paradigm needed to truly combat long-term welfare use, and poverty in general. While not initially popular politically the long term benefits would outweigh the short term costs. The particulars might vary greatly within the program, but with a central core focus on not merely moving people on and off of the program but actually finding and keeping long-term employment above the poverty level is the solution to combating poverty among those that are habitual users of TANF, and Food Stamps. This idea has been implemented for SSI recipients. Those receiving SSI benefits can have income of $85.00 monthly with no penalty; beyond that for every $2.00 earned $1.00 is taken away. This allows individuals to earn a maximum of $1291.00 and still receive a benefit check and retain eligibility. Like wise SSI has instituted a period of time that can exceed the income limits before being dis-enrolled. Beyond these solutions SSI has established a program of rapid re-eligibility, with re-enrollment being automatic when basic income eligibility requirements are met. This allows for these individuals to obtain long-term employment and increases the likely hood that they will not need to utilize the system in the future. 


Beyond the simple income tests for eligibility each program includes an assets test which limits assets with some exceptions to no more than $2000.00 for single individuals and $3000.00 for couples, and often caps total assets for eligibility at the lower level. The tradition of an asset test along with the income restrictions has a relatively long history in US social welfare policy. SSI first instituted a limitation in the total assets that could be held in 1972. Total assets for an individual were limited to $1500.00 and for couples at $2250.00.
 The asset limitation of today does not hold consistent with either rises in the inflation rate or in the Consumer Price Index. If properly indexed to meet CPI, since 1989 when the modern limits were established, the asset limits would raise to $2,765.00 for individuals and $4,147.00 for couples. Like wise when adjusted for inflation since 1974 the limits would increase to $5,791.00 and $8,686.00 respectively.
 As Both TANF and Food Stamps have adopted wholesale the asset limits determined by the Social Security Administration the problem is compounded several times. The failure to adjust the asset limits to meet either inflation or CPI results in less available capital for the individual attempting to leave welfare, to obtain housing, plan for catastrophic situations, or to make it through a future loss of employment. Take for example housing; the average HUD market rate for a 3 bedroom apartment in Utah is $964.00
. When you consider that in order to rent, a security deposit and first and last months rent are required the costs of obtaining housing averages $2892.00, when considered with security deposits for utilities the maximum asset limits becomes inadequate. Putting beyond reach one the most basic moves to stability post welfare, independent housing. When the rates are adjusted for either CPI or Inflation they become much more reasonable but still promote a culture of poverty where adequate reserves are simply not allowed. This is particularly important as at any time assets exceed the allowed amount dis-enrollment occurs.

How then can we combat this issue? Several distinct policy possibilities come readily to mind. First we could eliminate the asset test all together and allow any level of assets. Second we could modify the asset limits to match the CPI or Inflation adjusted rates. Third we could require an asset test at the higher rates adjusted for inflation, and allow additional wealth accumulation as part of an approved plan for combating personal poverty. The first option would essentially open the welfare programs to any individual not currently working and allow those with large reserves to free ride on the system. The second would increase the asset limits and allow somewhat better flexibility in leaving poverty. The third option is the most intriguing; it allows for individualization of poverty elimination and provides flexibility in determining what resources are necessary to work toward financial independence. This modified assets test and resulting exceptions/plans could be modeled after the Plan For Achieving Self Support allowed by Social Security which exempts part of earned income from affecting benefits if they are being used to further employment. A similar plan for both Food Stamps and TANF would prevent most free riding, and allow families to gather the resources necessary to improve their chances at leaving poverty. 

The programs of TANF, Food Stamps, and Supplemental Security Income are three of the most common welfare programs provided in the US system, and as such share similarities. Each program has strict income guidelines for initial and continuing eligibility and each requires both initial and ongoing asset tests to continue eligibility. When these rules are strictly enforced a family who is a hard-core welfare user will find it nearly impossible to break the welfare cycle and successfully leave poverty. However when both income restrictions and asset limitations are relaxed, they may be better able to do so.

In order to change these programs to function in this way a total philosophical change needs to occur. The paradigm of simply moving people off welfare for the short term must be replaced with the long-term goal of helping people leave poverty permanently if welfare policy is to succeed. This paradigm is not a quick solution to the overall problem. It does represent a long-term commitment to the goal of eliminating poverty both societally and individually. Can this paradigm shift occur? With out new political will for ending poverty the sad answer is probably not. However if we desire solutions to these issues this shift must occur.
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