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Denver Women and the “Cliff Effect”—Colorado’s Curious Penalty for Increased Earnings

One in ten Denver non-elderly households lives below poverty.  But one in four live below the Self-Sufficiency Standard- or the income amount need to meet basic needs without public or private support ( See Self-Sufficient in Denver County in the Denver Women’s Commission website: www.denvergov.org/women ). 

Many of these individuals are advised: Get a job! Get a promotion! Work more hours if you need more money! Get a second job! Getting a job versus being unemployed invariably raises a family’s income.  But getting a promotion, working extra hours, or taking a second job can actually decrease a family’s available income and standard of living.  How?  

A single parent in Denver with two small children needs about $44, 000 to be self-sufficient – over 250% of the Federal Poverty level for a family of three ($17,170).  Let’s say a woman—we’ll call her Mary-- gets a job for $8. per hour.  She earns a salary of $16,640 but also receives the Federal Earned Income Tax Credit of $4158, Food Stamps worth $3439 and may be eligible for subsidized Child Care, paying only $1844 per year.  At $8. per hour WITH work supports she is $2000 per year shy of meeting basic needs. As her earnings exceed $20,000, she loses Food Stamps. As  Mary earns more than $32,000 she loses Low Income Energy Assistance ( LEAP).  If she earns more than $35,000, her children abruptly lose health insurance through the Child Health Plan.

The biggest cliff is regarding subsidized child care.  If hers are the one in seven of eligible children who are receiving subsidized child care, Mary’s child care bill can jump $9000 per year as her income exceeds the County income ceiling.  This income ceiling for subsidized child care in Colorado varies from 130% to 225% of the federal poverty level depending on the County the person lives in.    Earlier this year, Denver County raised the income ceiling from 185% of Federal Poverty Level to 225% of Federal Poverty level.  Prior to that action, Mary would have been worse off financially earning $16. than when she was earning only $8. per hour due to the loss of work supports.  

What are the policy changes than can smooth the path to self-sufficiency and mitigate the “Cliff Effect”?

► Raise the caps on income eligibility for work supports- such as Denver Human Service did recently with the Child Care Assistance Program.

► Lessen “Cliffs” by having benefits taper off, rather than be all or nothing.

►Coordinate/simplify programs- for example extend a grace period for people moving from one county to another.

►Exclude certain income sources from determination of eligibility. Child support- for example- often is paid sporadically changing a parent’s eligibility for services continually.

►Provide information and transparency about programs. If people knew more clearly when they would lose certain benefits, they could expect and plan for them.

►Increase income- through additional education and training, by reducing discrimination, by restoring the State Earned Income Tax Credit, etc.  

A copy of the entire report :Two Steps Forward and Three Steps Back: The “Cliff Effect”—Colorado’s Curious Penalty for Increased Earnings  is available on the Women’s Foundation of Colorado Website:  www.wfco.org   The Denver Women’s Commission, along with a dozen other organizations, comprise the Women and Family Action Network ( Women’s FAN), convened by the Women’s Foundation.  Elimination of the “Cliff Effect” is one of their major policy goals.
