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Preface

The Food Bank Council of Michigan is publishing The Self-Sufficiency Standard for Michigan 2020 in

an effort to ensure that the best data and analyses are available to enable Michigan’s families and
individuals to make progress toward real economic security. The result is a comprehensive, credible, and
user-friendly tool. This brief presents The Self-Sufficiency Standard for Michigan 2020. This measure
calculates how much income a family must earn to meet basic needs, with the amount varying by family
composition and where they live. The Standard presented here is a tool that can be used in a variety

of ways—Dby clients of workforce and training programs seeking paths to self-sufficiency, by program
managers to evaluate program effectiveness, and by policymakers and legislators seeking to create
programs and pathways that lead to self-sufficiency for working families.

As with all Self-Sufficiency Standard publications, The Self-Sufficiency Standard for Michigan 2020 was
authored by Dr. Diana M. Pearce and produced by the Center for Women’s Welfare at the University of
Washington. This brief, plus tables providing county-specific information for over 700 family types, is
available at www.fbcmich.org.

Dr. Diana Pearce developed the Self-Sufficiency Standard while she was the Director of the Women and
Poverty Project at Wider Opportunities for Women (WOW). The Ford Foundation provided funding for the
Standard’s original development.

Over the past 23 years the Standard has been calculated for 41 states as well as the District of Columbia
and New York City. Its use has transformed the way policies and programs for low-income workers are
structured and has contributed to a greater understanding of what it takes to have an adequate income
to meet one’s basic needs in the United States.

For further information about any of the other states with the Standard, including the latest reports, the
Standard data itself, and related publications such as demographic reports (which analyze how many and
which households are above and below the Standard), please see www.selfsufficiencystandard.org.

For further information, contact Lisa Manzer with the Center at (206) 685-5264/Imanzer@uw.edu, or the
report author and Center Director, Dr. Diana Pearce, at (206) 616-2850/pearce@uw.edu.
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Introduction

Across America today, many families are struggling
to stretch their wages to meet the costs of basic
necessities. Though often not deemed “poor” by the
official poverty measure, these families lack enough
income to meet the rising costs of essentials such
as food, housing, transportation, and health care.
The Self-Sufficiency Standard meets the need for a
measure of income adequacy that more accurately
tracks and measures the true cost of living that
families face today.

The Self-Sufficiency Standard highlights the growing
gap between sluggish wages and ever-increasing
expenses, clearly illuminating the economic “crunch”
experienced by so many families today.* Moreover,
the availability of Self-Sufficiency Standard data going
back over two decades and across 41 states enables
comparisons of geographic differences as well as
documentation of historical trends.

The Self-Sufficiency Standard for Michigan 2020
defines the amount of income necessary to meet the
basic needs of Michigan families, differentiated by
family type and location. The Standard calculates the
costs of six basic needs plus taxes and tax credits. It
assumes the full cost of each need, without help from
public subsidies (e.g., public housing, Medicaid, or child
care assistance) or private/informal assistance (e.g.,
unpaid babysitting by a relative or friend, food from
food pantries, or shared housing). This brief presents
the Self-Sufficiency Standard and what it means for
Michigan families.

A Real-World Approach to Measuring Need

The official poverty measure (OPM) was developed
five decades ago and today has become increasingly
problematic and outdated as a measure of income
adequacy.? Indeed, the Census Bureau itself states,
“the official poverty measure should be interpreted
as a statistical yardstick rather than as a complete
description of what people and families need to live.”®
Despite the many limitations of the OPM, it still defines
the federal poverty guidelines, which are used to

set the eligibility levels for poverty and work support
programs, as well as the federal poverty thresholds
used to estimate the number of Americans in poverty.

The most significant shortcoming of the OPM is that for
most families, in most places, the threshold is simply
too low. While the Standard changes by family type to
account for the increase in costs specific to the type

of family member—whether this person is an adult or
child, and for children, by age—the OPM increases by

a constant amount for each additional family member
and therefore does not adequately account for the real
costs of meeting basic needs.

However, simply raising the level of the official poverty
measure, or using a multiple of the poverty guidelines,
cannot solve the structural problems inherent in the
official poverty measure. The OPM is based only on the
cost of food, is the same no matter where one lives,
and the demographic model of a two-parent family with
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The Self-Sufficiency Standard measures how much income a family of a certain composition in a
given place needs to adequately meet their basic needs—without public or private assistance.
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How is the Self-Sufficiency Standard Calculated?

The Self-Sufficiency Standard is the amount needed to meet each basic need at a minimally adequate level, without public or private
assistance. The Standard is calculated for over 700 family types for all Michigan counties. The data components and assumptions
included in the calculations are briefly described below. For more details and the specific data sources for Michigan see the Appendix.
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HOUSING. Housing costs are based on the U.S. Department of Housing and Urban Development Fair Market Rents
(FMRs). FMRs include utilities, except telephone and cable, and reflect the cost of housing that meets basic standards
of decency. FMRs are set at the 40th percentile, meaning that 40% of the decent rental housing in a given area is less
expensive than the FMR and 60% is more expensive. FMRs within a multi-county metropolitan area are adjusted using
Small Area FMRs. Sub-county areas are adjusted using American Community Survey data.

CHILD CARE. Child care includes the expense of full-time care for infants and preschoolers and part-time—before
and after school—care for school-age children. The cost of child care is calculated from market-rate costs (defined as
the 75th percentile) taken from a state-commissioned survey by facility type, age, and geographic location. It does not
include extracurricular activities or babysitting when not at work.

FOOD. Food assumes the cost of nutritious food prepared at home based on the U.S. Department of Agriculture
Low-Cost Food Plan. The Low-Cost Food Plan was designed to meet minimum nutritional standards using realistic
assumptions about food preparation time and consumption patterns. The food costs do not allow for any take-out or
restaurant meals. Food costs are varied by county using Feeding America’s “Map the Meal Gap” data based on Nielsen
scans of grocery receipts.

TRANSPORTATION. Public transportation is assumed if 7% or more of workers use public transportation to get to
and from work. Private transportation costs assume the expense of owning and operating a car. Per-mile costs are
calculated from the American Automobile Association. Commuting distance is computed from the National Household
Travel Survey. Auto insurance premiums are the average statewide premium cost from the National Association of
Insurance Commissioners indexed by county using premiums from top market share automobile insurance companies.
Fixed costs of car ownership are calculated using Consumer Expenditure Survey amounts for families with incomes
between the 20th and 40th percentile. Travel is limited to commuting to work and day care plus one shopping trip per
week.

HEALTH CARE. Health care costs assume the expenses of employer-sponsored health insurance. Health care
premiums are the statewide average paid by workers, for single adults and for families, from the Medical Expenditure
Panel Survey. A county index is calculated from rates for the second-lowest cost Silver plan via the insurance
marketplace. Out-of-pocket costs are from the Medical Expenditure Panel Survey Insurance Component.

MISCELLANEOUS. Miscellaneous expenses are calculated by taking 10% of all other costs. This expense category
consists of all other essentials including clothing, shoes, paper products, diapers, nonprescription medicines, cleaning
products, household items, personal hygiene items, and telephone service.

TAXES AND TAX CREDITS. Taxes include federal and state income tax, payroll taxes, and state and local sales taxes
where applicable. Tax credits calculated in the Standard include: the federal Earned Income Tax Credit (EITC), Child
and Dependent Care Tax Credit (CCTC), and the Child Tax Credit (CTC).

EMERGENCY SAVINGS. Emergency savings is the amount needed to cover living expenses when there is job loss

net of the amount expected to be received in unemployment benefits. The amount calculated takes into account the
average tenure on a job and the average length of unemployment of workers in the state. In two-adult households, the
second adult is assumed to be employed so that the savings only need to cover half of the family’s basic living expenses
over the job loss period.
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a “stay-at-home” mom no longer reflects the majority
of families today. A real-world approach to measuring
need is necessary.

The Self-Sufficiency Standard is a unique measure of
income adequacy that uses a modern, comprehensive,
and detailed approach to determine what it takes for
today’s families to make ends meet. The key elements
of the Standard that distinguish it from other measures
of income adequacy or poverty are:

A Focus on Modern Families with Working Adults. Because
paid employment is the norm for supporting families
today in the United States,* the Standard assumes all
adults work to support their families, and thus includes
the costs of work-related expenses such as child care
(when needed), taxes, and transportation.

Geographic Variation in Costs. The Standard uses
geographically specific costs that are calculated at the
county level as data availability allows.

Variation by Family Composition. Because the costs

of some basic needs vary substantially by the age of
children, the Standard varies by both the number and
age of children. While food and health care costs are
slightly lower for younger children, child care costs are
generally much higher—particularly for children not yet
in school—and therefore become a substantial budget
item for workers with young children.

Individual and Independent Pricing of Each Cost. Rather
than assume that any one item is a fixed percentage of
family budgets, the Standard calculates the real costs

of meeting each of the major budget items families
encounter independently. The costs—which include
housing, child care, food, health care, transportation,
miscellaneous items, and taxes—are set at a minimally
adequate level, which is determined whenever possible
by using what government sources have defined as
minimally adequate for those receiving assistance, e.g.,
child care subsidy benefit levels.

Taxes and Tax Credits are Included as Budget Items.
Instead of calculating needs “pretax,” taxes and tax
credits are included in the budget itself. Taxes include
state and local sales tax, payroll (including Social
Security and Medicare) taxes, federal and state income
taxes, plus applicable state and federal tax credits.

Permits Modeling of the Impact of Subsidies. Because
the Standard specifies the real cost of each major
necessity, it is possible to model the impact of
specific subsidies (such as the Supplemental Nutrition
Assistance Program, child care assistance, or
Medicaid) on reducing costs. Likewise, the adequacy
of a given wage for a given family, with and without
various subsidies, can be evaluated using the family’s
Standard as the benchmark.

Altogether, the above elements of the Standard make it
a more detailed, modern, accurate, and comprehensive
measure of economic well-being than the official
poverty measure.

Other Approaches to Poverty Measurement

For a more in-depth look at how the Standard compares to the official poverty measure (OPM or FPG) and the Supplemental
Poverty Measure (SPM) please visit www.selfsufficiencystandard.org/measuring-poverty
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What it Takes to Make Ends Meet in Michigan

How much income families need to be economically
self-sufficient depends both on family composition—the
number of adults, the number of children, and the
children’s ages—and where they live. Table 1 illustrates
how substantially the Standard varies by family type

by showing the Standard for four different family
configurations in Genesee County.

e Asingle adult needs to earn $10.49 per hour
working full time to be able to meet his or her basic
needs, which is nearly a dollar per hour more than
the Michigan minimum wage rate ($9.65 per hour in
2020).

e Adding a child nearly doubles this amount; one
parent caring for one preschool-aged child needs to
earn $20.65 per hour to be self-sufficient.

e Adding a second child further increases the
needed wages: one parent with two children—a
preschooler and school-age child—needs $25.66
per hour to meet their family’s basic needs. This is
the equivalent of more than two and a half full-time
minimum wage jobs in Michigan.®

e When there are two adults, the additional adult
adds some costs, but splits the economic burden;
nevertheless, two parents with one preschooler and
one school-age child each needs to earn a minimum
of $15.08 per hour working full-time to meet their
family’s basic needs.

In addition to varying by family composition, the
Self-Sufficiency Standard also varies by geographic
location. The map in Figure A displays the geographic

Table 1. The Self-Sufficiency Standard for Select Family Types*
Genesee County, Ml 2020

1 ADULT 1 ADULT 2 ADULTS
1 ADULT 1 PRESCHOOLER 1 PRESCHOOLER 1 PRESCHOOLER
1 SCHOOL-AGE 1 SCHOOL-AGE

MONTHLY COSTS

Housing $604 $784 $784 $784

Child Care $0 $920 $1,529 $1,529

Food $238 $362 $545 $733

Transportation $388 $397 $397 $765

Health Care $178 $447 $470 $535

Miscellaneous $141 $291 $372 $435

Taxes . $297" $651 $852 | s961

Earnednl-;l-;:ome Tax é;edit 0 . $0 . $0 o | N

Child Care Tax Credit (-) $0 ($50) ($100) ($100)

Child Tax Credit (-) $0 ($167) ($333) ($333)
SELF-SUFFICIENCY WAGE

Hourly (per adult) $10.49 $20.65 $25.66 $15.08

Monthly $1,846 $3,635 $4,516 $5,308

Annual $22,158 $43,617 $54,192 $63,698

Emergency Savings Fund $34 $99 $153 $56

* The Standard is calculated by adding expenses and taxes and subtracting tax credits. The “Taxes” row includes payroll and sales taxes plus federal income taxes.
** The hourly wage is calculated by dividing the monthly wage by 176 hours (8 hours per day times 22 days per month). The hourly wage for families with two adults
represents the hourly wage that each adult would need to earn, while the monthly and annual wages represent both parents’ wages combined.

Note: Totals may not add exactly due to rounding.
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variation in the cost of meeting basic needs across
Michigan for families with one adult and one
preschooler. The 2020 Self-Sufficiency Standard for a
single adult with one preschooler ranges from $16.06
per hour in 0Ogemaw County to $27.80 per hour in
Washtenaw County, depending on the county, or 201%
of the federal poverty guidelines to 267% of the federal
poverty guidelines for a family of two.

e The most affordable areas in Michigan are primarily
located in the central, northern part of the state.
These counties require between $16.06 and $17.93
per hour at a full-time job for a family with one adult
and one preschooler.

e The second-most affordable county group requires
between $18.03 and $19.92 per hour for a family
with one adult and one preschooler. Counties in this

group are located throughout the state. This groups
includes Arenac County, which at $19.15 per hour
represents the median Self-Sufficiency Wage for this
family type in Michigan.

The second-highest cost group requires wages
between $20.08 and $21.37 per hour, working
full time, to meet basic needs. This group includes
several smaller urban areas.

The most expensive counties require wages
between $22.00 and $27.80 per hour for this
single parent to make ends meet. These counties
are concentrated in the Detroit-Warren-Dearborn
metropolitan area in the southern portion of the
state but also include urban counties such as
Washtenaw (Ann Arbor), Kalamazoo (Kalamazoo),
Ingham (Lansing), and Kent (Grand Rapids).

Figure A. Map of Counties by Level of Hourly Self-Sufficiency Wage

One Adult and One Preschooler, Ml 2020
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How do Family Budgets Change as Families Grow?

As a family grows and changes composition, the
amounts they spend on basic expenses (such as food
and shelter) change, and new costs are added, most
notably child care. Figure B demonstrates these
changes for a family in Alpena County. Each bar shows
the percentage of the total budget needed for each
expense and how it differs as the family changes
composition. The height of the bar indicates the total
size of the budget.

When there are just two adults, they need to earn a
total of $2,874 per month to make ends meet, plus

a small monthly amount of savings for emergencies.
For families with two adults and no children in Alpena
County:

e Housing is over 20% of the Self-Sufficiency Standard
budget.

e Food takes up 17% of the budget.
e Transportation is 22% of the budget.

Health care accounts for 18% of the total household
budget.

e Taxes account for 14% of household expenses when
there are no tax credits.

When a family expands to include two young children
(one infant and one preschooler), the total budget
increases significantly to $4,749 per month. At

the same time, with the addition of child care, the
proportions spent on each basic need change:

e Child care alone accounts for nearly a third of the
family’s budget; together wth housing, these two
items account for 44% of expenses. This is quite

Figure B. Percentage of Standard Needed to Meet Basic Needs for Three Family Types*

Alpena County, Ml 2020
Monthly Expenses

$5,000

R

Taxes-Net* * 8%

$4,000

Miscellaneous 8%

Health Care 11%

$3,000

Taxes-Net** 14%

Miscellaneous 8%

$2,000 Health Care 18%

Miscellaneous 9%

Health Care 16%

Food 15%

Food 24%

Child Care 29%

Food 17%

Housing 21%
$0

Two Adults
($2,874 per month)

Housing 15%

Two Adults +
One Infant + One Preschooler
($4,749 per month)

Child Care 13%

Housing 20%
Taxes-Net: *-1%

Two Adults +
One School-age + One Teenager
($3,587 per month)

* While the column heights are different to represent the different totals, the percentages for each cost add up to 100% for each column.
** The two-adult family is not eligible for any tax credits and therefore the taxes-net is the same as gross taxes owed. The actual percentage of income needed for taxes
without the inclusion of tax credits is 17% for two adults with one infant and one preschooler and 15% for two adults with one school-age child and one teenager. However,

as the Standard includes tax credits, the amount owed in taxes is reduced.
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common across the country. It is typical for Self-
Sufficiency Standard budgets for families with two
children (when at least one is under school-age) to
have roughly half the budget going for housing and
child care expenses alone.

The third bar in Figure B shows the shift in the budget
as the children get older, and are now a school-age
child and a teenager, and no longer need as much child
care. The total cost of basic needs drops to $3,587 per
month and without the large amount for child care, the
proportions for the other budget items all increase.

Food costs are 15% of total income. This is slightly
higher than the national average expenditure

on food of 13%, and much lower than the 33%
assumed by the methodology of the federal official
poverty measure.®

Health care accounts for 11% of the family budget,
including both the employees’ share of the health
care premium ($393 per month) and out-of-pocket
costs ($156 per month).” If neither adult had
employer sponsored health insurance, and they
purchased a Silver health care plan through the

Housing costs are now 20% of the family budget.

With just one child in part-time child care (the
school-age child), the amount for child care
decreases to just 13% of the basic needs budget for
this family type, a much smaller proportion than was
necessary when the children were younger.

The larger proportion of the budget for food, at
24%, is due in part to increased food costs for the
teenager.

health care marketplace, the premium amount
would be about $312 per month after estimated tax
credits.®

e Transportation is 18% of the total family budget.

e Health care accounts for 16% of the family budget.

o Net taxes for the family now reflect a tax burden
that is about 8%, due to the offsetting effects of tax
credits. Note that tax credits are treated as if they
were received monthly in the Standard, although
most credits are not received until the following
year when taxes are filed. If it were assumed that
tax credits are not received monthly, but instead
annually in a lump sum, then the monthly tax burden
would be 17% of total expenses for this family.

e Net taxes have decreased to -1% of the family’s
budget. If it were assumed, as noted above, that tax
credits are received annually in a lump sum, then
the monthly tax burden without tax credits would
be 15% of the total costs for two adults with one
school-age child and one teenager.

00 000 000000000000 00000000000000000000000000000000000000000000000000000000000000000

Across the country, it is typical for Self-Sufficiency Standard budgets for families with two children
(when at least one is under school-age) to have roughly half the budget going for housing and child
care expenses alone.
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Explore Online

To select the Self-Sufficiency Standard for your county and family type, or to download the full Excel dataset visit
www.fbcmich.org/selfsufficiencystandard.
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How Does the Standard for Detroit Compare to Other U.S. Cities?

The cost of living varies not only within Michigan but
across the United States as well. Here we compare
Detroit with similar sized cities across the U.S.A.

In Figure C, the Self-Sufficiency Standard for a family
with one parent, one preschooler, and one school-age
child in Detroit is compared to the Standard for the
same family type in 14 major U.S. cities: Atlanta, GA;
Baltimore, MD; Boston, MA; Denver, CO; El Paso, TX;
Kansas City, MO; Las Vegas, NV; Memphis, TN; Miami,
FL; Milwaukee, WI; Minneapolis, MN; Oklahoma City,
OK; Portland, OR; and Raleigh, NC.°

e The full-time, year-round wages required to meet the
Self-Sufficiency Standard in these cities range from
a low of $19.09 (El Paso, TX) to a high of $46.93 per
hour (Boston, MA), or $40,325 to $99,114 annually.

e Detroit requires a Self-Sufficiency Wage of $30.28
per hour for this family type and is most comparable
in cost to Milwaukee, WI.

e The cities of Boston, MA; Denver, CO; Raleigh,
NC; and Portland, OR are more expensive than
Detroit, and the remaining cities are similar or less
expensive than Detroit.

While all the budget items in the Standard vary
geographically, housing and child care costs in
particular vary considerably. For example, a two-
bedroom rental ranges from $2,478 per month in
Boston, MA, $916 in Detroit, to $831 per month in El
Paso, TX. Additionally, public transportation costs are
significantly less than the cost of owning and operating
a car; thus, in areas where private transportation costs
are assumed, the Self-Sufficiency Standard wage
reflects higher transportation expenses.

Figure C. The Self-Sufficiency Wage for Detroit Compared to Other U.S. Cities, 2020*

One Adult, One Preschooler, and One School-age Child

Q

Portland, OR* *
$32.80

Minneapolis, MN

Q

Denver, CO**
Q $32.85
Las Vegas, NV
$24.64 Q

Oklahoma
$19

El Paso, TX

$19.09

Kansas City, MO
$24.16

City, 0K Memphis, TN Q
_7!;ty $22.§1

o Q

— Boston, MA**
Milwaukee WI
I wg:l;oese3 oit, MI $46.93
; $30.28 Q
Baltimore, MD* *
$25.97

Q Raleigh, NC
$32.52
Atlanta, GA**

$25.53

Q

Miami, FL
$26.40

*The Self-Sufficiency Standard for each city represents the county in which the city is located. Wages for cities calculated prior to 2020 are updated the using the

Consumer Price Index.
** Wage calculated assuming family uses public transportation.
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How has the Cost of Living Changed Over Time in Michigan?

This is the second time the Self-Sufficiency Standard by county, ranging from -3% in Mackinac County to 42%

has been calculated for Michigan. This section in St. Clair County.

examines how the 2020 Self-Sufficiency Standard and

cost components compare to the results in 2017. e The costs of basic needs in Kent County increased
by 22% since 2017, which is slightly higher than the

The map in Figure D depicts the changes in the cost of statewide average. In 2017, this four-person family

living (as measured by the Self-Sufficiency Standard) in Kent County needed about $53,509 per year to

for one family type—two adults, one preschooler, and meet their basic needs. By 2020, that amount has

one school-age child—by county. This map highlights increased to $65,362 per year, nearly $4,000 more

the overall change in the Standard since the first per year on average.

calculation in 2017 to 2020.
e In contrast, Huron County costs, at a basic needs

level, increased at a somewhat lower rate of 10%,

Over the last three years, the Self-Sufficiency Standard
which is below the statewide average of 16%.

for this four-person family increased on average across
all Michigan counties by 16%, or an annual average of
5.3% per year. However, there is considerable variation

e The largest percentage increase in the Standard
since 2017 occurred in St. Clair County, where the

Figure D. Percentage Change in the Self-Sufficiency Standard for Michigan: 2017-2020
Two Adults, One Preschooler, and One School-Age Child
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cost of living increased 42%. St. Clair County’s
increase was primarily driven by a large increase

in preschool child care costs. The Self-Sufficiency
Standard for a two-adult family with one preschooler
and one school-age child increased from $52,173 in
2017 to $73,862 in 2020, or an average of $7,229
increase each year.

Table 2. Percent Change in the Self-Sufficiency
Standard Over Time, 2017-2020

Delta County, MI: Two Adults, One Preschooler, and
One School-Age Child

PERCENT CHANGE
2017-2020

Statewide

Althodt.Jlgrlrc])verarI: thfl\jjta:.dard mcrisseld iotrr?ewhat Housing $681 $713 5% 5%
steadily throughou : ichigan over g as . ree years, child Care $922 $1.367 48% 35%
the degree of cost increases vary quite a bit between Food $782 $707 o0 1o
counties. Using the same four-person family as above o0 . : ’ °°
(two adults, one preschooler, and one school-age Transportation $528 3634 20% 19%
child), Table 2 shows the actual cost and percentage of Health Care $615 $652 6% 21%
change for each basic need since 2017 in one county, Miscellaneous $353 $416 18% 16%
Delta County, as well as statewide. This analysis shows Taxes $681 $896 32% 29%
that the cost of child care is rising the fastest: Tax Credits* ($267) ($433) 62% 51%
SELF-SUFFICIENCY WAGE

° Childlcare costs incregsed 48% for this family Monthly $4.296 | $5,040 79 .

type in Delta County since 2017, higher than the Annual $51551 | $60,485 o 0

statewide average. In Delta County, child care costs

) ) , i MEDIAN EARNINGS**

increased $445 per month for this family type since

2017—the largest dollar cost increase of all budget Delta County $27,202 | $29,087 %

items. Statewide $31,713 | $33,492 6%

* Total Tax Credits is the sum of the monthly EITC, CCTC, and CTC.
**U.S. Census Bureau, 2018 American Community Survey, “B20002: Median

Transportation costs in Delta County have gone up
by 20% and 19% on average across the state. In
dollar terms, the monthly cost of transportation has
increased by $105 in Delta County since 2017.

Health care increased 6% in Delta County, which is
less than the statewide average of 21%.

The cost of a two-bedroom housing unit increased
from $681 to $713 per month in Delta County
which is a 5% change since 2017 and equal to the
statewide average.

Food costs increased by 2% in Delta County,

above the statewide average that showed a slight
decrease of -1%. The USDA low cost food plan has
remained relatively unchanged over the past three
years. However, on average Feeding America county
data for Michigan is indicating a very slight decrease
in grocery costs compared to the national average.

Earnings in the Past 12 Months by Sex for the Population 16 Years and Over
with Earnings in the Past 12 Months, Michigan and Delta County”,”
http://data.census.gov (accessed November 8, 2019). Median earnings
from 2009 and 2019 updated using the Employment Cost Index (ECI). U.S.
Department of Labor, Bureau of Labor Statistics, Employment Cost Index,
Wages and salaries for All Civilian workers in All industries and occupations,
Employment Cost Index Historical Listing, http://www.bls.gov/ncs/ect/sp/
ecconst.pdf, and http://data.bls.gov/cgi-bin/srgate, Series
CIS1020000000000I (accessed November 8, 2019).

Cost of Living Increases versus Earnings Increases. While
the Self-Sufficiency Standard for this four-person family
in Delta County increased by 17% over the past three
years, workers’ estimated median earnings increased
by just 7% (from $27,202 to $29,087) in Delta County
over the same period. Statewide costs have increased
by 16% on average, while estimated median earnings
have increased by just 6% since 2017. Cost increases
at this basic level have far outpaced wage increases
putting mounting pressure on family budgets.
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Over the last three years, the Self-Sufficiency Standard for this four -person family has increased on
average across all Michigan Counties by 16%.
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DOCUMENTING CHANGES IN LIVING COSTS
WITH THE STANDARD VERSUS THE CONSUMER
PRICE INDEX

Nationally, the official measure of inflation is the U.S.
Department of Labor’s Consumer Price Index (CPI). The
CPl is a measure of the average changes in the prices
paid by urban consumers for all goods and services.
Since the Standard measures the costs of only basic
needs, the question is how the increases in costs
documented here compare to official inflation rates for
all goods and services. We examine this question in
Figure E by comparing the actual increase in the Self-
Sufficiency Standard to what the numbers would be if
we had just updated the 2017 Standard with the CPI.
Since the CPI does not incorporate taxes or tax credits,
these items have been removed from the Standard
shown in Figure E. Using the same four-person family
as above (two adults, one preschooler, and one school-
age child), this comparison was done for two places in
Michigan: Wayne County and Alpena County.

e The Midwest Region Consumer Price Index (CPI)
increased 4.3% since June 2017.

e |f the 2017 Self-Sufficiency Standard for Wayne
County ($52,679 per year without taxes/tax credits),
was increased by this amount, the CPIl-adjusted
cost of basic needs in 2020 would be estimated to
be $54,959 per year.*® However, the actual 2020
Standard (without taxes or tax credits) for Wayne
County, is considerably higher: $65,558 per year for
this family type, a 24% increase over the last three
years.

e Similarly, when the CPI inflation rate of 4.3% is
applied to the 2017 Standard for Alpena County
($43,126 without taxes in 2017), the CPI adjusted
estimate for 2020 would be $44,993. However,
the actual 2020 Self-Sufficiency Standard amount
for Alpena County (without taxes or tax credits) is
$50,356, 17% higher than in 2017.

Figure E. CPI*-Measured Inflation Underestimates
Real Cost of Living Increases: A Comparison of the
Self-Sufficiency Standard and the Consumer Price
Index, Ml 2017-2020

Two Adults, One Preschooler, and One School-Age Child

Annual Income

$70,000  g4jig jines show the Self-Sufficiency
Standard with no taxes or tax credits
$60,000
Wayne County .
$50,000 ’ e
N = *
$40,000
Alpena County
$30,000
Dashed lines show the 2017 Self-Sufficiency
Standard updated with inflation (Midwest CPI)
$20,000
$10,000
$0
2017 2018 2019 2020

Self-Sufficiency Standard Year

In sum, Figure E demonstrates that the rate of inflation
as measured by the CPI substantially underestimates
the rising costs of basic needs; instead of increasing
4.3%, costs rose by 24% in Wayne County and 17%

in Alpena County. Indeed, using the CPI for this family
type in Wayne County results in a 2020 estimate of
costs that is $10,599 less than the actual costs in

the 2020 Standard. That is, estimating the increase in
costs using the CPI drastically underestimates the real
increases in the cost of basic needs faced by Michigan
families, leaving them thousands of dollars short.

This analysis also suggests that assuming that the CPI
reflects the experience of households equally across
the income spectrum conceals the lived experience
of those at the lower end. For lower-income families,
not only have wages stagnated, but the cost of basic
needs are rising faster than overall inflation measures
indicate, aggravating the real but hidden economic
crunch that they are experiencing.
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Estimating the increase in costs using the CPI drastically underestimates the real increases in the
cost of basic needs faced by Michigan families, leaving them thousands of dollars short.
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How Does the Self-Sufficiency Standard Compare to Other

Benchmarks of Income?

As a measure of income adequacy, how does the
Standard compare to other commonly used measures?
Figure F compares the Kent County Self-Sufficiency
Standard for one adult, one preschooler, and one
school-age child to the following income benchmarks
for three-person families:

e Temporary Assistance for Needy Families (TANF),
the Supplemental Nutrition Assistance Program
(SNAP, formerly the Food Stamps Program), and WIC
(Women, Infants and Children)

e The U.S. Department of Health and Human Service’s
federal poverty guidelines (FPG, also called federal
poverty level)

e The Michigan minimum wage of $9.65 per hour

e The U.S. Department of Labor’s Lower Living
Standard Income Level (LLSIL)

e The U.S. Department of Housing and Urban
Development’s Median Family Income

As indicated in the first bar in Figure F, the Self-
Sufficiency Wage for this family type in Kent County is
$56,468 per year.

TANF, SNAP and WIC. The second bar on the left in
Figure F calculates the cash value of the basic public
assistance package, assuming no other income,

and includes the cash value of SNAP (formerly food
stamps), WIC, and TANF. This public assistance
package totals $11,221 per year for three-person
families in Michigan, which is one fifth of the Standard
for this three-person family in Kent County.

Federal Poverty Guidelines. According to the 2019
federal poverty guidelines, a three-person family,
regardless of composition or where they live, would be
considered “poor” with an income of $21,330 annually
or less. The FPG for three-person families is just over

a third of the Self-Sufficiency Standard for this Kent
County family.

Figure F. The Self-Sufficiency Standard Compared to Other Benchmarks
One Adult, One Preschooler, and One School-Age Child: Kent County, Ml 2020

Annual Income % of SSS
$80,000 140%
$70,000 $68,940 120%
$56,468
$60,000 ’ 100%
$50,000
80%
$40,000
60%
$30,000 b
$20,000 Extremely 40%
Low Income
$10,000 20%
$0 0%
Self-Sufficiency Welfare: Federal Poverty Full-Time Lower Living HUD Income
Wage TANF, SNAP & WIC* Guideline Minimum Waget Standard Income Limits: Median
Levelf Family Income§

Income Benchmarks

* The maximum TANF benefit amount is $5,904 annually, the SNAP benefit amount is $4,879 annually, and the WIC benefit amount is $438 annually for a family of three

in Michigan.

1The 2020 Michigan minimum wage is $9.65 per hour. This amounts to $20,381 per year; however, assuming this family pays federal and state taxes and receives tax
credits, the net yearly income would be a larger amount, $27,030 as shown. The dashed line shows the annual income received after accounting for taxes ($18,269) but
without the addition of tax credits, which are received as a yearly lump sum after filing taxes the following year.

1 The U.S. Department of Labor, Employment and Training Administration used the Lower Living Standard Income Level (LLSIL) to define low income individuals for
eligibility purposes. The LLSIL is the 2019 adjusted metropolitan Midwest region for a three-person family.

§ The U.S. Department of Housing and Urban Development (HUD) uses median family income as a standard to assess families’ needs for housing assistance. The HUD

median family income limits are for FY 2019.
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This comparison is for just one family type. For other
family types in Kent County with lower Self-Sufficiency
Standard budgets, such as a household with one

adult and two teenagers, the FPG is 69% of the Self-
Sufficiency Standard, but for a household with a higher
budget, such as a household consisting of one adult
with two infants the FPG is only 34% of the Self-
Sufficiency Standard.

There is also considerable variation by place. Table 3
compares the percentage of the FPG needed to meet
basic needs for one adult, one preschooler, and one
school-age child across Michigan, and finds that the
Self-Sufficiency Standard for this family type ranges
from 176% of the FPG in Mackinac County to 343% of
the FPG in Washtenaw County. Althogether, the Self-
Sufficiency Standard is above the corresponding FPG
for every family type in every place in Michigan.

Minimum Wage. Michigan’s minimum wage in 2020

is $9.65 per hour, equivalent to $20,381 annually
working full time. Because this is earned income, taxes
are subtracted and eligible tax credits are added.
Because the tax credits the family qualifies for are
more than the taxes owed, the net total income of
$27,030 is more than the worker’s earnings alone.

A full-time minimum wage job in Kent County provides
48% of the amount needed to be self-sufficient for this
family type. If a more realistic assumption is made that
the worker pays taxes monthly through withholding, but
receives tax credits annually (as is true of all workers),
their take-home income would be $18,269 over the
year, shown by the dashed line on the fourth bar in
Figure F. Without including the impact of tax credits in
either the minimum wage or Self-Sufficiency Standard
income (but still accounting for payment of taxes), a
minimum wage job amounts to just 32% of the Self-
Sufficiency Standard for this family type in Kent County.

Put another way, including the value of tax credits, at
the minimum wage this parent would need to work
84 hours per week to meet the family’s basic costs of
living. If tax credits are excluded from current income
(as they are not received until early in the next year at
tax filing), this parent would need to work 124 hours
per week at the minimum wage to meet the family’s
basic costs.

Lower Living Standard Income Level. The LLSIL was
originally calculated by the Bureau of Labor Statistics
for metropolitan areas across the country to reflect
the variation in the cost of living facing urban workers.
However, it was last revised in 1981 and has only been
updated for inflation since then. Under the Workforce
Innovation and Opportunity Act, a family is considered
low-income, and thus has first priority for workforce
training services, if family income does not exceed the
FPG or 70% of the LLSIL, whichever is higher.** The
LLSIL for a three-person family in the metropolitan
Midwest is $31,599 and 70% of the LLSIL is $22,119,
which is just $789 above the FPG for this family size.*?

Median Family Income Limits. The U.S. Department

of Housing and Urban Development (HUD) uses
percentages of median family incomes (by family size)
to determine families’ eligibility for housing assistance
on the assumption that median income is a rough
measure of the local cost of living. The median is

the midpoint, which means that half of families in

the area have incomes above this amount, and half
below. In Michigan, HUD median family income for this
family type is higher than the Standard in all but three
counties. HUD defines three levels of need: (1) “Low
income,” which is between 50% and 80% of median
income; (2) “Very Low Income,” which is between 30%
and 50% of median income, and (3) Extremely Low
Income, which is income less than 30% of median
income.

The HUD median family income for a three-person
family in Kent County is $68,940 annually.*® For a
three-person family in Kent County, HUD income limits
are as follows:

e Low income. Income between $34,470 and
$55,170.

e Very low income. Income between $23,175 and
$34,470.

o Extremely Low Income. Income less than
$23,175.14

The Self-Sufficiency Standard of $55,468 for this
family type in Kent County is just above the HUD “Low
Income” range, demonstrating that the Standard is a
conservative measure of the minimum required to be
self-sufficient in Kent County. (Due to limited resources,
most federal housing assistance goes to families with
incomes that are considered “Very Low Income” or
“Extremely Low Income.”)
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Table 3. The Self-Sufficiency Standard as a Percentage of Other Benchmarks of Income, 2020
Two Family Types, All Michigan Counties

SELF-SUFFICIENCY STANDARD FOR SELF-SUFFICIENCY STANDARD FOR
ONEADULT + ONE PRESCHOOLER + ONE SCHOOL-AGE TWO ADULTS + ONE PRESCHOOLER + ONE SCHOOL-AGE
Annual Annual As Percentage of:
Self- Federal Minimum | Median Self- Federal Minimum | Median
5;::::;:::)’ Poverty Wage Family S;Iflc:ie“:;y Poverty Wage Family
Guidelines Income andar Guidelines Income
COUNTY
Alcona $47,360 222% 232% 105% $55,939 217% 274% 111%
Alger $52,058 244% 255% 101% $60,831 236% 298% 106%
Allegan $49,669 233% 244% 76% $58,292 226% 286% 80%
Alpena $45,743 214% 224% 94% $54,436 211% 267% 101%
Antrim $51,345 241% 252% 93% $60,425 235% 296% 98%
Arenac $49,983 234% 245% 107% $58,542 227% 287% 113%
Baraga $53,866 253% 264% 107% $62,706 244% 308% 112%
Barry $51,929 243% 255% 81% $60,221 234% 295% 84%
Bay $50,333 236% 247% 94% $59,267 230% 291% 100%
Benzie $49,360 231% 242% 86% $57,950 225% 284% 91%
Berrien $52,518 246% 258% 88% $61,191 238% 300% 92%
Branch $49,736 233% 244% 93% $58,051 225% 285% 97%
Calhoun $49,463 232% 243% 86% $58,122 226% 285% 91%
Cass $49,796 233% 244% 88% $58,830 228% 289% 94%
Charlevoix $48,256 226% 237% 82% $57,531 223% 282% 88%
Cheboygan $45,571 214% 224% 98% $54,161 210% 266% 105%
Chippewa $44,940 211% 220% 91% $53,336 207% 262% 97%
Clare $48,404 227% 237% 116% $57,327 223% 281% 123%
Clinton $60,217 282% 295% 90% $69,305 269% 340% 93%
Crawford $47,192 221% 232% 96% $55,612 216% 273% 102%
Delta $51,838 243% 254% 98% $60,485 235% 297% 103%
Dickinson $55,396 260% 272% 106% $64,214 249% 315% 110%
Eaton $50,252 236% 247% 75% $58,994 229% 289% 79%
Emmet $50,767 238% 249% 83% $59,323 230% 291% 87%
Genesee $54,192 254% 266% 105% $63,698 247% 313% 111%
Gladwin $44,852 210% 220% 96% $53,695 209% 263% 104%
Gogehic $52,872 248% 259% 109% $61,370 238% 301% 114%
Grand Traverse $53,199 249% 261% 76% $61,881 240% 304% 80%
Gratiot $45,677 214% 224% 92% $54,242 211% 266% 98%
Hillsdale $41,988 197% 206% 81% $51,913 202% 255% 90%
Houghton $52,817 248% 259% 99% $61,601 239% 302% 104%
Huron $47,027 220% 231% 91% $56,558 220% 278% 98%
Ingham $59,070 277% 290% 88% $67,970 264% 333% 91%
lonia $46,904 220% 230% 84% $55,322 215% 271% 89%

Definitions: The federal poverty guidelines for family of three = $21,330 and for a family of four = $25,750. Annual minimum wage is the gross amount of full-time, year-
round work at an hourly wage of $9.65 per hour, the Michigan minimum wage. Median family income varies by and is calculated from HUD’s FY2019 Income Limits.
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Table 3. The Self-Sufficiency Standard as a Percentage of Other Benchmarks of Income, 2020
Two Family Types, All Michigan Counties

SELF-SUFFICIENCY STANDARD FOR SELF-SUFFICIENCY STANDARD FOR
ONEADULT + ONE PRESCHOOLER + ONE SCHOOL-AGE TWO ADULTS + ONE PRESCHOOLER + ONE SCHOOL-AGE
Annual Annual As Percentage of:
Self- Federal Al Self- Federal Minfmum
Sufficiency Poverty Sufficiency Poverty
Standard | Guidelines Wage Standard Guidelines Wage
COUNTY

losco $48,150 226% 236% 106% $56,925 221% 279% 113%
Iron $52,905 248% 260% 115% $61,415 239% 301% 121%
Isabella $48,909 229% 240% 91% $57,452 223% 282% 97%
Jackson $47,815 224% 235% 82% $56,460 219% 277% 87%
Kalamazoo $58,190 273% 286% 87% $66,916 260% 328% 91%
Kalkaska $45,293 212% 222% 93% $53,838 209% 264% 100%
Kent $56,468 265% 277% 82% $65,362 254% 321% 85%
Keweenaw $53,700 252% 263% 115% $62,484 243% 307% 120%
Lake $47,124 221% 231% 123% $55,384 215% 272% 130%
Lapeer $52,803 248% 259% 77% $62,357 242% 306% 82%
Leelanau $60,449 283% 297% 89% $72,745 283% 357% 96%
Lenawee $52,113 244% 256% 84% $60,645 236% 298% 88%
Livingston $60,163 282% 295% 65% $69,105 268% 339% 67%
Luce $46,643 219% 229% 105% $55,119 214% 270% 112%
Mackinac $37,445 176% 184% 81% $46,132 179% 226% 90%
Macomb $60,238 282% 296% 88% $70,005 272% 343% 92%
Manistee $49,056 230% 241% 97% $57,920 225% 284% 103%
Marquette $55,915 262% 274% 85% $64,813 252% 318% 88%
Mason $49,854 234% 245% 99% $58,034 225% 285% 104%
Mecosta $45,252 212% 222% 88% $53,670 208% 263% 94%
Menominee $46,020 216% 226% 93% $54,678 212% 268% 100%
Midland $53,284 250% 261% 79% $62,906 244% 309% 84%
Missaukee $50,326 236% 247% 106% $58,893 229% 289% 112%
Monroe $52,904 248% 260% 74% $62,579 243% 307% 79%
Montcalm $48,169 226% 236% 99% $56,871 221% 279% 105%
Montmorency $47,062 221% 231% 115% $55,538 216% 273% 122%
Muskegon $48,890 229% 240% 98% $57,541 223% 282% 103%
Newaygo $45,827 215% 225% 91% $54,222 211% 266% 97%
Oakland $67,223 315% 330% 98% $76,714 298% 376% 101%
Oceana $45,982 216% 226% 99% $54,970 213% 270% 107%
Ogemaw $41,499 195% 204% 96% $51,617 200% 253% 108%
Ontonagon $53,037 249% 260% 119% $61,593 239% 302% 124%

Definitions: The federal poverty guidelines for family of three = $21,330 and for a family of four = $25,750. Annual minimum wage is the gross amount of full-time, year-
round work at an hourly wage of $9.65 per hour, the Michigan minimum wage. Median family income varies by and is calculated from HUD’s FY2019 Income Limits.
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Table 3. The Self-Sufficiency Standard as a Percentage of Other Benchmarks of Income, 2020

Two Family Types, All Michigan Counties

SELF-SUFFICIENCY STANDARD FOR
ONEADULT + ONE PRESCHOOLER + ONE SCHOOL-AGE

As Percentage of:

SELF-SUFFICIENCY STANDARD FOR

TWO ADULTS + ONE PRESCHOOLER + ONE SCHOOL-AGE

As Percentage of:

Annual Annual
Self- Federal .. Median Self- Federal - Median
Sufficiency |  Poverty Mw'm“m Family | Sufficiency |  Poverty M;,'\;'m“m Family
Standard | Guidelines age Income Standard Guidelines age Income
COUNTY
Osceola $44,947 211% 221% 100% $53,070 206% 260% 107%
Oscoda $47,473 223% 233% 110% $55,938 217% 274% 117%
Otsego $50,891 239% 250% 92% $59,139 230% 290% 96%
Ottawa $54,011 253% 265% 71% $62,816 244% 308% 75%
Presque Isle $47,062 221% 231% 98% $55,538 216% 273% 104%
Roscommon $47,766 224% 234% 116% $56,416 219% 277% 124%
Saginaw $50,573 237% 248% 88% $59,602 231% 292% 94%
Sanilac $64,568 303% 317% 130% $73,862 287% 362% 134%
Schoolcraft $54,654 256% 268% 120% $63,083 245% 310% 125%
Shiawassee $49,063 230% 241% 84% $58,491 227% 287% 90%
St. Clair $46,467 218% 228% 68% $55,159 214% 271% 72%
St. Joseph $46,988 220% 231% 91% $55,428 215% 272% 96%
Tuscola $45,871 215% 225% 89% $55,277 215% 271% 97%
Van Buren $49,495 232% 243% 4% $57,946 225% 284% 78%
Washtenaw $73,257 343% 359% 80% $82,662 321% 406% 82%
Wayne $63,957 300% 314% 93% $74,522 289% 366% 98%
Wexford $43,586 204% 214% 95% $52,715 205% 259% 104%
:\',::L'El“n':c) $37,445 176% 184% 65% $46,132 179% 226% 67%
:VIV::SI:::ZTaw) $73,257 343% 359% 130% $82,662 321% 406% 134%

Definitions: The federal poverty guidelines for family of three = $21,330 and for a family of four = $25,750. Annual minimum wage is the gross amount of full-time, year-
round work at an hourly wage of $9.65 per hour, the Michigan minimum wage. Median family income varies by and is calculated from HUD’s FY2019 Income Limits.
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Conclusion

While the unemployment rate in Michigan has returned to levels similar to those prior to the Great
Recession, the ratio of costs to wages has not. In fact, many Michigan families continue to struggle with
costs that are rising faster than wages. The Self-Sufficiency Standard for Michigan 2020 defines the
minimum income needed to realistically support a family without public or private assistance in Michigan.
For most workers, the Standard shows that earnings above the official poverty measure are nevertheless
far below what is needed to meet families’ basic needs. A strong economy means good jobs that pay
Self-Sufficiency Standard wages and a workforce with the skills necessary to fill those jobs.

Although the Self-Sufficiency Standard determines an adequate wage level without public benefits, it does
not imply that public work supports are inappropriate or unnecessary for Michigan families. For workers
with wages below the Self-Sufficiency Standard, work supports for such necessities as child care, health
care, and housing are critical to meeting basic needs, retaining jobs, and advancing in the workforce. By
utilizing the Self-Sufficiency Standard, Michigan has the opportunity to lay the foundation to achieve a
strong workforce and thriving communities.

The Self-Sufficiency Standard is currently being used to better understand issues of income adequacy,
analyze policy, and help individuals striving to be self-sufficient. Community organizations, academic
researchers, policy institutes, legal advocates, training providers, community action agencies, and state
and local officials, among others, are using the Self-Sufficiency Standard.

For More Information About the Standard

In addition to Michigan, the Standard has been calculated for Alabama, Arizona, California, Colorado,
Connecticut, Delaware, Florida, Georgia, Hawaii, lllinois, Indiana, lowa, Kansas, Kentucky, Louisiana,
Maryland, Massachusetts, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New Jersey,
New York, New York City, North Carolina, Oklahoma, Ohio, Oregon, Pennsylvania, South Carolina, South
Dakota, Tennessee, Texas, Utah, Virginia, Washington State, West Virginia, Wisconsin, Wyoming, and the
Washington, DC metropolitan area.

For further information about the Standard, how it is calculated or used, or the findings reported here,
as well as information about other states or localities, contact Dr. Diana Pearce at pearce@uw.edu or
the Center for Women’s Welfare staff at (206) 685-5264, or visit www.selfsufficiencystandard.org.

For more information on The Self-Sufficiency Standard for Michigan, this publication, the Standard wage
tables for Michigan counties, or to find out more about the Food Bank Council of Michigan visit
www.fbcmich.org.
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13. U.S. Department of Housing and Urban Development, “FY
2019 Income Limits Summary, Kent County,” Data Sets, Income
Limits, FY 2019 Income Limits Documentation System, https://
www.huduser.gov/portal/datasets/mi/mi2019/2019summary.
odn (accessed October 29, 2019).

14. Although these income limits are based on 80%, 50%,
and 30% of the median family income (MFI), the final income
limit benchmarks are calculated after various adjustments are
accounted for, such as high or low housing cost adjustments.
Therefore, the final income limits are not necessarily an exact
percent of the original MFI. Additionally, if 30% of MFI is less
than the federal poverty guidelines, then the “Extremely

Low Income” limit is set at the federal poverty guidelines.

Most housing assistance is limited to the “Very Low Income”
category, and in some instances to the “Extremely Low Income”
category. U.S. Department of Housing and Urban Development,
“U.S. Department of Housing and Urban Development, “FY
2018 Income Limits Summary, Brown County,” Data Sets,
Income Limits, FY 2018 Income Limits Documentation
System, https://www.huduser.gov/portal/datasets/il/
i12018/2018summary.odn (accessed June 14, 2018).



Appendix A

Methodology and Data Sources for the Michigan Self-Sufficiency Standard

This appendix explains the methodology, assumptions,
and sources used to calculate the Self-Sufficiency
Standard. We begin with a discussion of our general
approach, followed by the specifics of how each cost is
calculated, ending with a list of data sources. Making
the Standard as consistent and accurate as possible,
yet varied by geography and the age of children,
requires meeting several different criteria. To the extent
possible, the data used in the Standard are:

e Collected or calculated using standardized or
equivalent methodology nationwide

e Obtained from scholarly or credible sources such as
the U.S. Census Bureau

e Updated regularly
e Geographically and age-specific (as appropriate)

Costs that vary substantially by place, such as
housing and child care, are calculated at the most
geographically specific level for which data are
available. Other costs, such as health care, food,

and transportation, are varied geographically to

the extent there is variation and appropriate data
available. In addition, as improved or standardized
data sources become available, the methodology used
by the Standard is refined accordingly, resulting in an
improved Standard that is comparable across place as
well as time.

The Self-Sufficiency Standard assumes adult
household members work full time and therefore
includes all major costs associated with employment
for every adult household member (i.e., taxes,
transportation, and child care for families with young
children). The Self-Sufficiency Standard does not
calculate costs for adults with disabilities or elderly
household members who no longer work. It should be
noted that for families with persons with disabilities
or elderly family members there are costs that the
Standard does not account for, such as increased
transportation and health care costs.

The Standard assumes adults work eight hours per
day for 22 days per month and 12 months per year.
Each cost component in the Standard is first calculated
as a monthly cost. Hourly and annual Self-Sufficiency
Wages are calculated based on the monthly Standard
by dividing the monthly Self-Sufficiency Standard by
176 hours per month to obtain the hourly wage and
multiplying by 12 months to obtain the annual wage.

The Self-Sufficiency Standard differentiates costs

by the number of adults plus the number and age of
children in a family. The four ages of children in the
Standard are: (1) infants—O to 2 years old (meaning
0 through 35 months), (2) preschoolers—3 to 5 years
old, (3) school-age children—6 to 12 years old, and (4)
teenagers—13 to 18 years old.

The 2020 edition of the Michigan Self-Sufficiency
Standard is calculated for over 700 family types.

The family types include all one, two, and three adult
families with zero to six children and range from a
single adult with no children, to one adult with one
infant, one adult with one preschooler, and so forth, up
to three-adult families with six teenagers. Additionally,
Standards are calculated based on a weighted average
cost per child for families with one, two, and three
adults with seven to ten children and families with four
to ten adults with zero to ten children.*

All adults in one- and two-adult households are
working full time. For households with more than

two adults, it is assumed that all adults beyond two
are non-working dependents of the first two working
adults, as household composition analysis has shown
that a substantial proportion of additional adults are
under 25, often completing school, unemployed, or
underemployed.? The main effect of this assumption
is that the costs for these adults do not include
transportation (but do include all other costs such as
food, housing, health care, and miscellaneous).

The cost components of The Self-Sufficiency Standard

for Michigan 2020, and the assumptions included in
the calculations are described below.
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Housing

The Standard uses the most recent Fiscal Year (FY) Fair
Market Rents (FMRs), calculated annually by the U.S.
Department of Housing and Urban Development (HUD),
to calculate housing costs for each state’s metropolitan
and non-metropolitan areas, and are used to determine
the level of rent for those receiving housing assistance
through the Housing Choice Voucher Program. Section
8(c)(1) of the United States Housing Act of 1937 (USHA)
requires the Secretary to publish Fair Market Rents
(FMRs) periodically, but not less than annually, to be
effective on October 1 of each year. Housing costs

in the 2020 Michigan Self-Sufficiency Standard are
calculated using the FY 2020 HUD Fair Market Rents.

The FMRs are based on data from the 1-year and
5-year American Community Survey, and are updated
for inflation using the Consumer Price Index. The
survey sample includes renters who have rented their
unit within the last two years, excluding new housing
(two years old or less), substandard housing, and
public housing. FMRs, which include utilities (except
telephone and cable), are intended to reflect the cost
of housing that meets minimum standards of decency.
In most cases, FMRs are set at the 40th percentile;
meaning 40% of the housing in a given area is less
expensive than the FMR.2 All of Michigan’s FMRs are
set at the 40th percentile.

The FMRs are calculated for Metropolitan Statistical
Areas (MSAs), HUD Metro FMR Areas (HMFAs), and
non-metropolitan counties. The term MSA is used for
all metropolitan areas. HUD calculates one set of FMRs
for an entire metropolitan area. In Michigan there are
three MSAs with more than one county sharing the
same FMR: Detroit-Warren-Livonia, Ml HUD Metro FMR
Area; Kalamazoo-Portage, Ml MSA; and Lansing-East
Lansing, Ml MSA.

Because HUD only calculates one set of FMRs for
each metropolitan area, we used HUD’s Small Area
Fair Market Rents (SAFMR) to create county variation
to adjust the metropolitan FMR. A Census zip code to
county relationship file was used to weight SAFMR by
county and by MSA.

To determine the number of bedrooms required for

a family, the Standard assumes that parents and
children do not share the same bedroom and no more
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than two children share a bedroom. Therefore, the
Standard assumes that single persons and couples
without children have one-bedroom units, families with
one or two children require two bedrooms, families
with three or four children require three bedrooms, and
families with five or six children require four bedrooms.
Because there are few efficiencies (studio apartments)
in some areas, and their quality is very uneven, the
Self-Sufficiency Standard uses one-bedroom units for
the single adult and childless couple.

Data Sources

Housing Cost. U.S. Department of Housing and Urban
Development, “County Level Data,” Fair Market Rents,
Data, 2020 Data, https://www.huduser.gov/portal/
datasets/fmr/fmr2020/FY20_4050_FMRs.xIsx
(accessed September 19, 2019).

County-Level Housing Costs. U.S. Department of Housing
and Urban Development, “FY2020 Small Area FMRs,”
Datasets, Fair Market Rents, https://www.huduser.
gov/portal/datasets/fmr/fmr2020/fy2020_safmrs.xlsx
(accessed September 19, 2019).

Population weights. U.S. Census Bureau, “2010 ZCTA
to County Relationship File,” Geography, Maps and
Data, https://www.census.gov/geo/maps-data/data/
zcta_rel_download.html (accessed March 17, 2016).

Child Care

The Family Support Act, in effect from 1988 until
welfare reform in 1996, required states to provide
child care assistance at market rate for low-income
families in employment or education and training.
States were also required to conduct cost surveys
biannually to determine the market rate (defined as the
75th percentile) by facility type, age, and geographical
location or set a statewide rate.* The Child Care

and Development Block Grant (CCDBG) Act of 2014
reaffirms that the 75th percentile is an important
benchmark for gauging equal access. The CCDBG

Act requires states to conduct a market rate survey
every three years for setting payment rates. Thus,

the Standard assumes child care costs at the 75th
percentile, unless the state sets a higher definition of
market rate.



Child care costs for the 2020 Michigan Standard have
been calculated using 75th percentile data from the
Michigan Department of Education. Rates are updated
for inflation from the data collection period using the
Consumer Price Index. Michigan child care costs are
updated for inflation from December 2017.

Infant and preschooler costs are calculated assuming
full-time care, and costs for school-age children are
calculated using part-time rates during the school
year and full-time care during the summer. Costs were
calculated based on a weighted average of family
child care and center child care; 43% of infants are

in family child care and 57% are in child care centers.
These proportions are 26% and 74% respectively,

for preschoolers, and 46% and 54% for school-age
children.®

Since one of the basic assumptions of the Standard
is that it provides the cost of meeting needs without
public or private subsidies, the “private subsidy” of
free or low-cost child care provided by older children,
relatives, and others is not assumed.

Data Sources

Child Care Rates. Michigan Department of Education,
“2017 Childcare Market Rate Study,” https://
www.michigan.gov/documents/mde/MRS_Final _
Rpt_620152_7.pdf (accessed August 13, 2019).

Food

Although the Supplemental Nutrition Assistance
Program (SNAP, formerly the Food Stamp Program)
uses the U.S. Department of Agriculture (USDA) Thrifty
Food Plan to calculate benefits, the Standard uses the
Low-Cost Food Plan for food costs. While both of these
USDA diets were designed to meet minimum nutritional
standards, SNAP (which is based on the Thrifty Food
Plan) is intended to be only a temporary safety net.®

The Low-Cost Food Plan costs 25% more than the
Thrifty Food Plan, and is based on more realistic
assumptions about food preparation time and
consumption patterns, while still being a very
conservative estimate of food costs. For instance,
the Low-Cost Food Plan also does not allow for any
take-out, fast-food, or restaurant meals, even though,
according to the Consumer Expenditure Survey, the

average American family spends about 41% of their
food budget on food prepared away from home.”

The USDA Low-Cost Food Plan costs vary by month
and the USDA does not give an annual average
food cost; therefore, the Standard follows the SNAP
protocol of using June data of the current year to
represent the annual average.

Both the Low-Cost Food Plan and the Standard’s
budget calculations vary food costs by the number
and ages of children and the number and gender of
adults. The Standard assumes that a single-person
household is one adult male, while the single-parent
household is one adult female. A two-adult household
is assumed to include one adult male and one adult
female. Additional adults (greater than two) are
calculated using an average of the cost for an adult
male and an adult female.

Geographic differences in food costs within Michigan
are varied using Map the Meal Gap data provided

by Feeding America. To establish a relative price
index that allows for comparability between counties,
Nielsen assigns every sale of UPC-coded food items
in a county to one of the 26 food categories in the
USDA Thrifty Food Plan (TFP). The cost to purchase

a market basket of these 26 categories is then
calculated for each county. Because not all stores are
sampled, in low-population counties this could result
in an inaccurate representation of the cost of food.
For this reason, counties with a population less than
20,000 have their costs imputed by averaging them
with those of the surrounding counties.®

A county index is calculated by comparing the county
market basket price to the national average cost of
food. The county index is applied to the Low-Cost
Food Plan.

Data Sources

Food Costs. U.S. Department of Agriculture, Center for
Nutrition Policy and Promotion, “Official USDA Food
Plans: Cost of Food at Home at Four Levels, U.S.
Average, June 2019,” https://fns-prod.azureedge.net/
sites/default/files/media/file/CostofFoodJun2019.
pdf (accessed September 19, 2019).
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County Index. C., A. Dewey, M. Kato, A. Crumbaugh
& M. Strayer. Map the Meal Gap 2019: A Report on
County and Congressional District Food Insecurity
and County Food Cost in the United States in 2017.
Feeding America, 2019, received from research@
feedingamerica.org (September 23, 2019).

Transportation

Public Transportation. If there is an “adequate” public
transportation system in a given area, it is assumed
that workers use public transportation to get to

and from work. A public transportation system is
considered “adequate” if it is used by a substantial
percentage of the working population to commute to
work. According to a study by the Institute of Urban and
Regional Development, University of California, if about
7% of the general public uses public transportation,
then approximately 30% of the low- and moderate-
income population use public transit.° The Standard
assumes private transportation (a car) in counties
where less than 7% of workers commute by public
transportation.

The 2020 Standard uses the 2013-2017 American
Community Survey 5-Year Estimates to calculate the
percentage of the county population that commutes by
public transportation. No counties in Michigan qualify
for the public transportation assumption.

Private Transportation. For private transportation, the
Standard assumes that adults need a car to get to
work. Private transportation costs are based on the
average costs of owning and operating a car. One car
is assumed for households with one adult and two
cars are assumed for households with two adults. It is
understood that the car(s) will be used for commuting
five days per week, plus one trip per week for shopping
and errands. In addition, one parent in each household
with young children is assumed to have a slightly longer
weekday trip to allow for “linking” trips to a day care
site.

Per-mile driving costs (e.g., gas, oil, tires, and
maintenance) are from the American Automobile
Association. The commuting distance is computed from
the 2017 National Household Travel Survey (NHTS).
The Michigan statewide average round trip commute to
work distance is 24.50 miles.
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In Michigan, the average expenditure for auto
insurance was $106 per month in 2016 based on
data from the National Association of Insurance
Commissioners (NAIC). County variation in the cost of
auto insurance for Michigan is calculated using rates
filed with the Michigan Department of Insurance.

The fixed costs of car ownership such as fire, theft,
property damage and liability insurance, license,
registration, taxes, repairs, monthly payments, and
finance charges are also included in the cost of private
transportation for the Standard. However, the initial
cost of purchasing a car is not. Fixed costs are from the
2017 Consumer Expenditure Survey data for families
with incomes between the 20th and 40th percentile
living in the Census Midwest region of the United
States. Auto insurance premiums and fixed auto costs
are adjusted for inflation using the most recent and
area-specific Consumer Price Index.

Data Sources

Public Transportation Use. U.S. Census Bureau, “Table
B08101: Means of Transportation to Work,” 201.3-
2017 American Community Survey 5-Year Estimates,
Detailed Tables, http://www.factfinder.census.gov
(accessed September 15, 2019).

Auto Insurance Premium. National Association of
Insurance Commissioners, “Average Expenditures

for Auto Insurance by State, 2012-2016,” Insurance
Information Institute, http://www.iii.org/fact-statistic/
auto-insurance (accessed September 19, 2019).

County index. National Association of Insurance
Commissioners, System for Electronic Rate and Form
Filing, https://filingaccess.serff.com/sfa/home/Ml
(accessed March 15, 2016).

Fixed Auto Costs. Calculated and adjusted for regional
inflation using Bureau of Labor Statistics data query
for the Consumer Expenditure Survey. U.S. Department
of Labor, Bureau of Labor Statistics, “Other Vehicle
Expenses,” Consumer Expenditure Survey 2017,

CE Databases, http:/data.bls.gov/pdqg/querytool.
jsp?survey=cx (accessed September 20, 2019).

Inflation. U.S. Department of Labor, Bureau of
Labor Statistics, “Consumer Price Index-All Urban
Consumers, U.S. City Average,” Consumer Price



Index, CPI Databases, http://data.bls.gov/cgi-bin/
surveymost?cu (accessed September 19, 2019).

Per-Mile Costs. American Automobile Association, “Your
Driving Costs: How Much are you Really Paying to
Drive?” 2019 Edition, AAA Association Communication,
https://www.aaa.com/AAA/common/AAR/files/AAA-
Your-Driving-Costs.pdf (accessed September 19, 2019).

Health Care

The Standard assumes that an integral part of a
Self-Sufficiency Wage is employer-sponsored health
insurance for workers and their families. In Michigan,
70% of non-elderly individuals in households with at
least one full-time worker have employer-sponsored
health insurance (nationally 65% have employer
sponsored health insurance).'® The full-time worker’s
employer pays an average of 78% of the insurance
premium for the employee and 81% for the family in
Michigan. Nationally, the employer pays 78% of the
insurance premium for the employee and 72% of the
insurance premium for the family.**

Health care premiums are obtained from the

Medical Expenditure Panel Survey (MEPS), Insurance
Component produced by the Agency for Healthcare
Research and Quality, Center for Financing, Access,
and Cost Trends. The MEPS health insurance premiums
are the statewide average employee-contribution paid
by a state’s residents for a single adult and for a family.
The premium costs are then adjusted for inflation using
the Medical Care Services Consumer Price Index.

As a result of the Affordable Care Act, companies can
only set rates based on established rating areas. In
Michigan, there are 16 rating areas based on county
groupings.*? To vary the state premium by the rating
areas, the Standard uses rates for the second lowest
cost Silver plan (excluding HSAs) available through the
state or federal marketplace. The state-level MEPS
average premium is adjusted with the index created
from the county-specific premium rates.

Health care costs also include out-of-pocket costs
calculated for adults, infants, preschoolers, school-age
children, and teenagers. Data for out-of-pocket health
care costs (by age) are also obtained from the MEPS,
adjusted by Census region using the MEPS Household

Component Analytical Tool, and adjusted for inflation
using the Medical Care Consumer Price Index.

Although the Standard assumes employer-sponsored
health coverage, not all workers have access to
affordable health insurance coverage through
employers. Those who do not have access to affordable
health insurance through their employers, and who are
not eligible for the expanded Medicaid program, must
purchase their own coverage individually or through the
federal marketplace.

Data Sources

Inflation. U.S. Department of Labor, Bureau of

Labor Statistics, “Consumer Price Index - All Urban
Consumers, U.S. City Average,” Medical Care Services
(for premiums) and Medical Services (for out-of-pocket
costs), http://www.bls.gov/cpi/ (accessed September
19, 2019).

Out-of-Pocket Costs. U.S. Department of Health and
Human Services, Agency for Healthcare Research
and Quiality, Center for Financing, Access, and Cost
Trends, Medical Expenditure Panel Survey-Household
Component Analytical Tool, “Total Amount Paid by
Self/Family, all Types of Service, 2015” MEPSnetHC,
http:/www.meps.ahrq.gov/mepsweb/data_stats/
MEPSnetHC.jsp (accessed September 19 2019).

Premiums. U.S. Department of Health and Human
Services, Agency for Healthcare Research and Quality,
Center for Financing, Access, and Cost Trends, “Tables
[I.C.2 and II.D.2: Average Total Employee Contribution
(in Dollars) per Enrolled Employee for Single/Family
Coverage at Private-Sector Establishments that Offer
Health Insurance by Firm Size and State, United States,
2018,” Medical Expenditure Panel Survey-Insurance
Component, http://meps.ahrq.gov/mepsweb/
data_stats/quick_tables.jsp (accessed September 19,
2019).

County Index. Healthcare.gov, RESOURCES: For
Researchers, 2019 plan data: Health plan data,
download (ZIP file) “Individual Market Medical,”
https://data.healthcare.gov/dataset/QHP-Landscape-
Individual-Market-Medical/b8in-sz6k (accessed
September 19, 2019).
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Miscellaneous

This expense category consists of all other essentials
including clothing, shoes, paper products, diapers,
nonprescription medicines, cleaning products,
household items, personal hygiene items, and
telephone service.

Miscellaneous expenses are calculated by taking 10%
of all other costs. This percentage is a conservative
estimate in comparison to estimates in other basic
needs budgets, which commonly use 15% and account
for other costs such as recreation, entertainment,
savings, or debt repayment.*®

Federal Taxes

Federal taxes calculated in the Standard include
income tax and payroll taxes. The first two adults in a
family are assumed to be a married couple and taxes
are calculated for the whole household together (i.e., as
a family), with additional adults counted as additional
(adult) tax exemptions.

Indirect taxes (e.g., property taxes paid by the landlord
on housing) are assumed to be included in the price
of housing passed on by the landlord to the tenant.
Taxes on gasoline and automobiles are included in the
calculated cost of owning and running a car.

The Standard includes federal tax credits (the Earned
Income Tax Credit, the Child Care Tax Credit, and the
Child Tax Credit) and applicable state tax credits. Tax
credits are shown as received monthly in the Standard.

The Earned Income Tax Credit (EITC), or as it is also
called, the Earned Income Credit, is a federal tax
refund intended to offset the loss of income from
payroll taxes owed by low-income working families.
The EITC is a “refundable” tax credit, meaning working
adults may receive the tax credit whether or not they
owe any federal taxes.

The Child Care Tax Credit (CCTC), also known as the
Child and Dependent Care Tax Credit, is a federal
tax credit that allows working parents to deduct a
percentage of their child care costs from the federal
income taxes they owe. Like the EITC, the CCTC is
deducted from the total amount of money a family
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needs to be self-sufficient. Unlike the EITC, the federal
CCTC is not a refundable federal tax credit; that is, a
family may only receive the CCTC as a credit against
federal income taxes owed. Therefore, families who
owe very little or nothing in federal income taxes will
receive little or no CCTC. Up to $3,000 in child care
costs are deductible for one qualifying child and up to
$6,000 for two or more qualifying children.

The Child Tax Credit (CTC) is like the EITC in that it

is a refundable federal tax credit. Since 2018, the
CTC provides parents with a nonrefundable credit up
$2,000 for each child under 17 years old and up to
$1,400 as a refundable credit. For the Standard, the
CTC is shown as received monthly.

Data Sources

Federal Income Tax. Internal Revenue Service, Revenue
Procedure 2019-57, https://www.irs.gov/pub/irs-drop/
rp-18-57.pdf (accessed September 30, 2019). Internal
Revenue Service, “1040 Instructions,” http:/ www.irs.
gov/pub/irs-pdf/i1040gi.pdf (accessed January 31,
2017).

Federal Child Tax Credit. Internal Revenue Service,
“Publication 972. Child Tax Credit,” http:/ www.irs.gov/
pub/ irs-pdf/p972.pdf (accessed January 31, 2017).

Federal Earned Income Tax Credit. Internal Revenue
Service, “Publication 596. Earned Income Credit,”
http:/ www.irs.gov/pub/irs-pdf/p596.pdf (accessed
January 31, 2017).

Federal Tax Credits (General). Internal Revenue Service,
Revenue Procedure 2019-57, https://www.irs.gov/pub/
irs-drop/rp-18-57.pdf (accessed September 30, 2019).

State Taxes

State taxes calculated in the Standard include income
tax, payroll taxes, and state and local sales tax where
applicable.

If the state has an EITC, child tax credit, child care
tax credit, or similar family or low-income credit, it
is included in the tax calculations. Renter’s credits



and other tax credits that would be applicable to the
population as a whole are included as well.

Data Sources

Michigan Taxes. Michigan Department of Treasury,
“2018 Individual Income Tax Forms and Instructions,”
https://www.michigan.gov/taxes/0,4676,7-238-44143-
486425--,00.html (accessed November 1, 2019).

Michigan Tax Credits. Michigan Department of Revenue,
“2019 Sales & Use Tax Forms,” https://www.michigan.
gov/taxes/0,4676,7-238-43513---,00.html (accessed
November 1, 2019).

Emergency Savings Fund

The Self-Sufficiency Standards are basic needs,
no-frills budgets created for all family types in each
county in a given state. As such, the Standard does
not allow for anything extra beyond daily needs, such
as saving for retirement, education expenses, or
emergencies. Of course, without question families
need more resources if they are to maintain economic
security and be able to weather any unexpected
income loss. Therefore, the Self-Sufficiency Standard
now includes the calculation of the most universal of
economic security needs after basic needs are met at
the Self-Sufficiency Standard level—that of savings for
emergencies.

The emergency savings amount is calculated to make
up for the earnings of one adult becoming unemployed
over the average job loss period, less the amount
expected to be received in unemployment benefits. In
two-adult households, it is assumed that the second
adult continues to be employed, so that the savings
only need to cover half of the family’s basic living
expenses over the job loss period. Since the median
length of job tenure among Michigan workers is five
years, it is assumed that workers save for job loss over
the course of five years.

To determine the amount of resources needed, this
estimate uses the average period of unemployment
and assumes that the minimal cost of basic needs
that must be met will stay the same, i.e., the family’s
Self-Sufficiency Standard. Since the monthly
emergency savings contribution requires additional
earnings, the estimate includes the calculation of

taxes and tax credits of current earnings (at the Self-
Sufficiency Standard level). Savings are assumed to
have accumulated based on average savings account
interest rates.

The emergency savings calculation is based on all
current expenses in the Self-Sufficiency Standard.*#
The adult may not be commuting to work five days a
week; however, the overall transportation expenses
may not change significantly. A weekly shopping

trip is still a necessity, as is driving young children

to child care. Actively seeking employment requires
being available for job interviews, attending job

fairs, and engaging in networking opportunities, in
addition to the time spent looking for and applying for
positions. Therefore, saving enough to cover the cost
of continuing child care if unemployed is important for
supporting active job seeking as well as the benefit of
keeping children in their normal routine during a time
of crisis.

In addition to the income needed to cover the costs of
housing, food, child care and transportation, families
need health insurance. The Standard assumes

that adults work full time and in jobs that provide
employer-sponsored health insurance. In households
with two adults, it is assumed that if one adult loses
employment the spouse’s health insurance will provide
coverage for the entire family at no additional cost.

In a one-adult household, it is assumed coverage will
be provided through the state-operated Affordable
Insurance Exchanges under the Patient Protection and
Affordable Care Act, at approximately the same cost as
when employed.® In some cases, children, or the whole
family, may be covered under state Medicaid or the
Children Health Insurance Program, depending upon
income, resources, and eligibility requirements in effect
at the time, which would decrease health care costs
below these estimates.'®

Data Sources

Job Tenure. U.S. Census Bureau, Current Population
Survey, “Michigan: Median years of tenure with current
employer, all workers” http://dataferrett.census.gov/
(accessed October 30, 2019).

Unemployment Duration. U.S. Department of

Labor, Employment and Training Administration,
“Unemployment Insurance Data Summary,” http://
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www.workforcesecurity.doleta.gov/unemploy/content/
data.asp (accessed October 30, 2019).

Unemployment Insurance. State of Michigan, Talent
Investment Agency, Unemployment Insurance,
“Unemployment Benefits in Michigan,” https://www.
michigan.gov/documents/uia_UC1901_76146_7.pdf
(accessed November 01, 2019).

Savings Rate. Federal Deposit Insurance Corporation.
“Weekly National Rates,” http://www.fdic.gov/
regulations/resources/rates/previous.html (accessed
June 19, 2017).
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