iStacking of Income Supports
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rly one in two New Mexicans is on public assistance provided by the Human Services Department,

H'_L]t_e_ven more qualify than enroll. Stacked, the federal and state healthcare, food, cash, tax credits, and

["'Ibther benefits available to low-income New Mexicans can allow most families to meet their needs, but

- New Mexicans face barriers to access. While some cities and states explore and experiment with

 universal basic income and other guaranteed income programs to help meet people’s needs, New Mexico
has existing programs that, if implemented properly to all those eligible, could help accomplish the same
goals.

Supported with a large amount of federal funding for public assistance Most Family Types Can Meet
and recently expanded state low-income tax credits, expected to Basic Needs Using Current
provide an additional $170 million by FY25, New Mexico offers a Income Supports
relatively generous benefit package compared with other states. This Estimated
package can help families meet their needs and, in turn, may Income
ameliorate many of the social costs of the state’s persistently high Moo e | income | ot ot
poverty rate—low literacy and high rates of child abuse, crime, and Family GMA | st100 | 100
substance abuse. LFC analysis shows families with children and Type | Available? | FPL FPL
elderly households likely could receive enough benefits to meet their s

needs if enrolled in all available benefit programs, but adults without " ® s12880 | $31.202
kids do not. Additionally, not all who are eligible enroll in these ‘
programs. For instance, more than a quarter of uninsured New ﬁ R | oo | s
Mexicans were eligible but not enrolled in Medicaid as of early 2020, : :
and less than half of the state’s residents eligible for Temporary ﬁ v

Assistance for Needy Families receive benefits. Most families $12.880 | $37.262
participating in programs are likely not enrolled in every program |i|,, v

they’re eligible for in part due to barriers, including federally mandated §21960 | $89.238
complex or lengthy application processes. Furthermore, some New ”., v

Mexicans may face eligibility cliffs, where individuals become $26,500 | $104,392
ineligible for a benefit program after a slight rise in wages, leading to

less overall resources. i v 521960 | 595167

Note: Includes federal stimulus and income

Even though the concept of a guaranteed income has recently gained  supports.
attention, research on effectiveness is limited and more is needed,
especially around the effects of a guaranteed income on employment

and earnings. The state does not generally measure the impact of income supports but national research
shows many of the federally funded income support programs, especially those targeting children and
families, positively impact their recipients.

Source: LFC analysis

To increase the impact of income support programs, the state should examine poverty rates before and
after receipt of benefits, ensure adequate access and receipt of programs through adjusting program
application and eligibility, continue to synthesize pilot data to determine what population would benefit
the most from a guaranteed income and increase performance monitoring.
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~ Figure 1. Poverty Rates by State, 2019

Background

Driven by high unemployment and low wages, New Mexico has
one of the highest poverty rates nationally.
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According to the U.S. Census Bureau, New
v NH R Mexico’s poverty rate of 18.2 percent in 2019 is 50
10273 19 percent above the national average of 12.3 percent.
Only two states—Mississippi and Louisiana—had
a higher rate of poverty in 2019. When compared
: with its neighbors, New Mexico has double the
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R higher rates than Arizona and Texas (see Appendix
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Source: US Census Bureau, adapted by WSD

Chart 1. Disparities in Poverty
Rates by Race or Ethnicity, 2019
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Mexico than for those ethnicities nationally, with
Native Americans and Hispanics having the
highest rates of poverty in the state, as well as
lower median household incomes (see Appendix C).!

Since 2014, New Mexico has had a higher unemployment rate
than the national average. According to the Pew Research Center,
as of 2019, New Mexico was one of only nine states that collected
less tax than prior to the Great Recession." In addition to a higher
unemployment rate, which only counts those not working who are
actively seeking a job, New Mexico also has had a lower
employment rate than the nation for at least the last 10 years (see
Appendix D). Long-term unemployment has negative effects on
social determinants of health and individual spending power. i
These unemployment insurance programs are partly federally
funded and have contributed to the state’s increased reliance on
federal funds.

Figure 2. New Mexico has had Higher Unemployment Rates than the US Since 2014
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A wide range of negative social, physical, and educational impacts
of poverty can last for generations.

Poverty can impact long-term physical health, education, and psychological
well-being. Nationally, individuals who experience poverty are more likely to
have poor physical health, less likely to have high levels of educational
achievement, and more likely to have poorer psychological well-being. About
a third of individuals earning less than the federal poverty level (FPL) report
their children have poorer than excellent or very good health, while only about
7 percent of those earning more than 400 percent of the FPL report children
with poor health." Additionally, almost 9 percent of those living below the
poverty line have acute psychological distress, while only 1 percent of
individuals earning more than 400 percent of the federal poverty level have
these same symptoms.’ LFC reports that examine public education outcomes,
as well as academic research, find low-income students are less likely to be
proficient on achievement tests or graduate from high school." According to
the World Health Organization, those living in poverty tend to have higher
maternal and child mortality rates, higher levels of disease, and limited access
to healthcare.*!

Chart 2. People With
Lower Incomes as a
Percent of the Federal
Poverty Level Report
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Table 1. Income at Different

Income and Health Supports can Help Meet Basic Needs Percentages of the Federal Poverty

According to Abraham Maslow, a psychologist, whose theory regarding

Level by Household Size

prioritization of human needs is widely used, people must have specific needs

Number of People Per Household

met to be fulfilled. These include physiological (such as food and a place to sleep),
and safety (such as secure housing) needs. According to the theory, if people do
not meet these basic needs, their well-being will suffer. To both meet this
hierarchy of needs and avoid negative outcomes from poverty, governments work
to implement policies that can decrease poverty and improve citizen wellbeing
(see Appendix E).

State and federal programs contribute to the income of New

%

FPL 1 2 3 4
85% | $10,955 | $14,810 | $18,666 | $22,532
100% | $12,888 | $17,424 | $21,960 | $26,508
150% | $19,320 | $26,136 | $32,940 | $39,756
200% | $25,764 | $34,848 | $43,920 | $53,004
250% | $32,208 | $43,560 | $54,900 | $66,252
300% | $38,640 | $52,260 | $65,880 | $79,500
350% | $45,108 | $60,984 | $76,860 | $92,778
Source: ACF

Mexicans more than ever.

In New Mexico, the state has increased tax expenditures and increased state
and federal spending on programs to help low-income families. General fund
spending on select programs in the last five years (including income support,
Medicaid, childcare assistance, and low-income and family tax credits)
increased by $512 million from FY18 to FY22. Nationally, increased federal
spending on income support and social service programs has corresponded
with a decrease in poverty since the 1970s. However, it is unknown if this
relationship is causal. The federal government offers a number of different
programs to help low-income individuals and families. These programs range
from health insurance (Medicaid) to food (Supplemental Nutrition Assistance
Program, or SNAP) and energy assistance (Low-Income Home Energy
Assistance program, or LIHEAP). Each program has its own unique eligibility
criteria and goals.

Since FY18, New Mexico increased general fund spending on tax credits
and deductions as well as Medicaid and Childcare Assistance. Over the
last five years the state has increased its general fund spending on a number of
programs that target low-income families. These programs include Medicaid,
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State tax expenditures increased
almost $150 million from FY18-
FY22 due to changes in the tax code
for low-income individuals and
families.
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and Childcare Assistance as well as tax credits. Specifically, general fund
spending has increased $512 million or 54 percent. Tax expenditures alone
made up $150 million of this increase with a 223 percent increase from FY18.
Medicaid had the largest monetary increase of $340 million.

Table 2. Tax and General Fund Expenditures on Income Support and Health Programs Increased,
FY18 to FY22
(in thousands)

Percent

Change Change
FY18 FY19 FY20 FY21* FY22* from FY18 | FY18-FY22
Tax Expenditures $67,382 $100,054 $139,372 $142,372 $217,372 $149,990 223%
Income Support $11,613 $12,585 $13,732 $17,237 $19,938 $8,324 72%
Medicaid $817,974 $933,625 $985,697 $952,168 | $1,158,152 $340,178 42%
Childcare Assistance $44,747 $57,342 $57,623 $59,885 $58,595 $13,848 31%
Total $941,716 | $1,103,606 | $1,196,424 | $1,171,661 | $1,454,057 $512,340 54%

Note: FY21 and FY22 data are opbuds or budgeted. Tax expenditures are only from LICTR, WFTC and Childcare to prevent indigence. Tax
expenditures for FY21 and FY22 are projections based using the projected increase from HB6 (2019) and HB291(2021) plus the previous 5-year
average tax expenditures for WFTC, LICTR, and childcare credit to prevent indigence.

Figure 3. State and Local Expenditures Increased
Particularly for Public Welfare, FY77-FY18
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Chart 3. Federal Fund Appropriations Have
Become a Larger Portion of the New
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Nationwide, spending on public welfare programs
increased over 400 percent from FY77 to FY18, a
likely contributing factor to the decline in poverty.
Both the poverty rate prior to consideration of benefits
received and the supplemental poverty measure, which
adjusts the poverty rate based on benefits received, have
declined since the late 1960s. Poverty rates, when
including the impact of federal programs, decreased 45
percent from 1967 to 2017.Vi (see Appendix F).
However, in the United States, economic inequality
increased about 20 percent from 1980 to 2016 and is the
highest among G-7 countries.™ Economic inequality can
provide incentives to study and work hard but can also
restrict economic opportunities of the less well-off,
which may result in a more conflict-ridden society,
impairing economic performance.*

As benefits have increased for children and low-income
families, state and local spending on these programs has
also increased, a trend mirrored in New Mexico.
According to data compiled by the Urban Institute, public
welfare spending increased 400 percent from FY77 to
FY18, more than spending for education, health, or
police. The benefits from these programs seem to have
lowered poverty for most racial and ethnic groups.
However, as the country has shifted more income support
programs to those near poverty, the declines in poverty
for the very poor (with incomes less than 50 percent of
the federal poverty level) were not as substantial.

Since FY03, New Mexico’s federal fund appropriations
have grown by 169 percent, or $5.5 billion. In the last 20
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years, the proportion of federal spending as part of the total state budget has
increased, largely due to federal expansion of programs. In FYO03, the state’s
total budget was $9.6 billion, with 34 percent, or $3.3 billion, from federal
funds. For FY22, the state’s total budget was $21.4 billion, with 41 percent, or
$8.8 billion, from federal funds. From FY13-FY22, federal funds made up
roughly 40 percent of the average annual total state budget; whereas, from
FY03-FY12, federal funds only made up roughly 35 percent of the total
budget. New Mexico’s spending of state general fund revenue on some income
support programs, such as Medicaid, has also significantly increased (see
Appendix G).

Pandemic relief funds have further increased federal dollars. Since the
onset of the pandemic, New Mexico has received an additional $22.4 billion
in federal funds, including $10.6 billion allocated to income support programs
or direct stimulus payments. These payments were provided to individuals
making less than $75 thousand a year, and married couples filing together
making up to $150 thousand a year. The federal economic stimulus payments
totaled approximately $5.6 billion, the largest proportion of federal funds
directed to families in New Mexico. Beyond these payments, the next largest
proportion of funding was directed to unemployment insurance, at roughly
$3.5 billion. Other programs received substantially less but still large amounts
of funding, including $437 million for Medicaid, $245 million for food
assistance, including SNAP, and $546 million for pandemic-related housing
and rental assistance (see Appendix H for a more comprehensive table).

The federal and state government also provides a number of programs
and tax incentives to help ameliorate the effects of poverty and pull
families out of poverty. New Mexico currently has at least 24 federal and
state programs and tax incentives to help low income families (see Appendix
I for a list of the programs along with eligibility, maximum benefit amount,
and enrollment data). These programs cover housing, food, health insurance,
utilities, and other necessities. Both the state and federal governments also
provide tax credits to reduce the tax burden and incentivize low-income
families to work. Income eligibility for these programs ranges from a low of
85 percent of the FPL (set at $12.8 thousand in 2021 for one person) to 350
percent of the FPL.

Table 3. Federal Corona-
Virus Relief Funds
Allocated to Income
Support Programs and
Direct Payments to
Individuals
(in thousands)

Funding Type Amount
Direct payments
to individuals $5,589,571
Additional Ul
Benefits and
Administration $3,530,079
Medicaid FMAP $653,702
Housing and
Rental
Assistance $545,954
Food Assistance $249,695
Income Support
for TANF
recipients $6,385
Total $10,575,385

Note: Updated with October 20, 2021
data. For the full table see appendix H).

Source: FFIS

Figure 4. Program Income Eligibility Limits for Highest Enroliment Programs in New Mexico

0% FPL 100% FPL 200% FPL

300% FPL

Federal Stimulus (928 thousand recipients)

Childcare Assistance (15 thousand)

Child Tax Credit (235 thousand)

Earned Income Tax Credit & Working Families Tax Credit (199 thousand) ‘

Low Income Comprehensive Tax Rebate (LICTR) (208 thousand) ‘

‘ Free and Reduced School Lunches and Breakfasts ‘
(258 thousand)

Medicaid (890 thousand) ‘

Supplemental Nutrition Assistance
Program (SNAP) (475 thousand)

TANF (29 thousand) |

Note: Approximate number receiving the benefit in 2020 included in parentheses. Medicaid income eligibility ranges from 138 FPL to 300 FPL.
Earned income tax credits and LICTR are based on income rather than FPL. Enrollment numbers for HSD programs as of Oct. 2020.
Source: LFC summary of Federal and State data
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The top five federal income support programs and tax credits include food and
health programs, as well as the pandemic stimulus payments. Approximately
928 thousand New Mexican families received federal stimulus payments
because these payments covered households that made up to $150 thousand
for joint earners and $75 thousand for single filers. Medicaid provides free
healthcare to low-income individuals (income limits range from 138 to 400
percent of the federal poverty level depending on the age of the participant)

Table 4. Top Five Federal Income Support Programs
by Enroliment
(counts duplicated)

Estimated
Income Benefit Amount Range 2020
Name Requirements (household size of 3) enroliment
Federal <75K for full
Stimulus | amount $1,700-$4,200 928,010
Varies from 138
Medicaid | FPL -300 FPL $14,857-$16,503 889,973
Up to 130 FPL $616 with a 15 percent
SNAP gross income increase 474,797
Up to $1000 a year when
combine free and
School reduced lunch and P-
Lunches | Up to 185 FPL EBT 257,945
Child $3000 or $3600, with half
Tax Income <$75K up paid monthly for last 6
Credit for full amount months of 2021 235,256

Note: HSD Program enrollment report using October 2020 data.
Source: LFC analysis of various agency data

Table 5. State Income Support Programs
(counts duplicated)

Estimated
Income Benefit Amount 2020
Name Requirements Range Enrollment
Low-Income
Comprehensive Tax Up to $36K a
Rebate (LICTR) year Up to $730/year 208,086
Up to $41,756
with 1 child Up to 10% EITC
Working Families and $47,440 --$358 for 1 child
Tax Credit (WFTC) with 2 and $592 for 2 199,624
State stimulus for
Unemployment On Ul in Dec
Insurance Recipients | 2020 $1,200 119,634
Up to $31.2K, Up to $480/child
or up to twice or $1,200 for all
Child care to prevent | the federal qualifying
indigency credit minimum dependents in
against PIT wage any taxable year 1,065
General Assistance
Program (for those Up to 85% Up to
ineligible for TANF) FPL $245/person 1,986

Note: number of Ul stimulus payments determined by dividing total spent by $1,200.
Source: LFC analysis of various agency data
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and covers almost 50 percent of state residents (890
thousand enrollees as of October 2020). New
Mexico also has a large number of individuals (475
thousand) receiving food assistance (SNAP), which
has an income eligibility limit of 130 percent of the
FPL.! Most public school students (at least 258
thousand) are provided free and reduced-price
school meals. Beyond these programs, the most
common tax credit for low-income households is the
child tax credit (because it covers households that
may be considered middle to high income), with 235
thousand households  benefitting in  2020.
Furthermore, according to the Congressional
Research Service, the child tax credit, changes to the
earned income tax credit, and the expanded
dependent care tax credit should cost the federal
government about $921 million to cover those living
in New Mexico.

In 2020, state income support programs
predominantly took the form of tax credits and
payments for unemployed or low-income
individuals. The most commonly used tax credit for
the state is its low-income comprehensive tax rebate
(LICTR) that provides low-income households a
rebate for sales tax paid during the year. In 2020,
over 200 thousand households claimed this credit.
The other common tax credit is the working
families’ tax credit, claimed by 199.6 thousand
households. Furthermore, New Mexico also
provides other programs, such as the general
assistance program for individuals who do not
qualify for Temporary Assistance for Needed
Families (TANF) and earn below 85 percent of the
federal poverty level and the 2020 income tax rebate
of $600 for families who were recipients of the
working families’ tax credit.

The most frequently used low-income state tax credits were expanded steeply
in recent years. In both 2019 and 2021, the state legislature expanded its
working families tax credit (increasing eligibility for younger and

1 For applicants under broad based categorical eligibility, SNAP income eligibility limit can be

up to 165 percent of the FPL.
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undocumented residents and increasing the rebate from 10 percent to 25
percent of the federal earned income tax credit) and in 2021 the legislature
expanded LICTR (increasing eligibility to families making under $36
thousand and increasing the maximum to $730/year), in addition to adding a
dependent deduction. These expansions are projected to cost the state $170
million in tax expenditures by FY25.

New Mexico has the ninth lowest average wage nationally, and the wage
is below the cost of living for single parents. Using 2019 census data, New
Mexico has the ninth lowest average wage in the country, below all
neighboring states, at $22.63/hour. Low wages likely make it more difficult
for low-income working families to earn enough to support themselves and
their children. New Mexico’s average wage is also below the cost of living for
most single parent households. A living wage, according to the Massachusetts
Institute of Technology, is the salary needed to provide for all needed expenses
without using income support programs (although families may be able to
qualify for childcare assistance). The living wage for a family is dependent on
how many adults are in the household (one or two), whether one or both are
working, and the number of children in the household (MIT only looked at
living wages for households with up to three children). The calculation for a
living wage is highest for a single parent with three children due to the need
for childcare and being unable to rely on another income for additional
supports. If a single parent with two kids earned the average wage in New
Mexico, they would be below the living wage by $15.3 thousand a year, absent
income supports. New Mexico may need to focus on creating and retaining
higher wage jobs to increase its average wage.

Federal Poverty Level Calculation Inaccurate Reflection of Cost of Living

The federal poverty level used to determine program eligibility, created in the 1960s,
does not necessarily correlate with costs of living. The measure is based on the cost
of a minimum food diet multiplied by three to account for other household expenses
(food equated to roughly one third of all expenses at that time) and varies based on
the number of people in the household. It has only been adjusted for inflation but not
for changes to costs of living. Revising the measure could provide a more accurate
picture of poverty among different groups and geographies. The U.S. Census
Bureau recommends basing the federal poverty threshold on actual family
expenditure data, accounting for expenses on food, clothing, shelter, and a small
amount for other needs, like personal care or transportation. Measuring these
expenses would more closely align the federal poverty threshold with cost of living
estimates.

Spotlight: The Stacking of Income Supports October 27, 2021

Table 6. Rankings for
Average Wages

(low to high)
State Ranking
New Mexico oh/52
Arizona 3152
Colorado 45%/52
Texas 42M/52

Notes: Ranking is low to high. 2019
average wage data was used to avoid
pandemic-related wage distortions.

Source: DOL

Table 7. Living Wage in New
Mexico by Family Type

Number 1 2 adults | 2 adults
of adult (1 (both
children working) | working)
0 $13.97 $23.31 $11.66
1 $28.65 $27.81 $15.82
2 $35.31 $31.58 $19.62
3 $45.43 $34.37 $22.93

Note: See appendix J for MIT’s definition and

methodology

Source: MIT, https:/livingwage.mit.edu/states/35
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Source: LFC analysis of HSD data

Figure 5. Most Family Types
Can Meet Basic Needs Using
Current Income Supports

Estimated
Total
Income
Needs Met Plus
if Enrolled | Income | Benefits at
in All at 100 100
Family Services | Percent Percent
Type Available? FPL FPL
[ ]
T $12,880 $31,202
I I “ $17,420 $47,158
/ $12,880 $37,262
[
T L B /
$21,960 $890,238
[ B
“" ‘/ $26,500 $104,392
o o
f' ™ « $21,960 $95,167

Note: In these scenarios, needs met is defined as
meeting a living wage according to MIT’s state cost
based on family size; children are 3 and 7, ages
chosen to represent programs for both early

childhood and school-age children;

programs

include federal stimulus payments; SNAP and
TANF limits based on net rather than gross
income; Childcare Assistance amounts based off
no copay (as was the case through September
2021) and Childcare Assistance was not included
for the family at 0% of the FPL. For more detail see

Appendix K.

Source: LFC analysis
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All Benefits Available During the Past Year
Roughly Equate to a Living Wage

New Mexico has a large number of residents who use income support
programs, including tax credits, health insurance, and food security programs
among others. When examining only the programs operated by the Human
Services Department (HSD), roughly half of New Mexicans were enrolled in
at least one program. Beyond a large number of people enrolling in at least one
income support program, New Mexico has relatively generous benefits from
both federal programs and state tax credits for families and individuals
compared with other states, as shown by larger than average reductions in
poverty due to income support programs. While benefits do not equate to cash
for families, they allow families to reduce spending on housing, health
insurance, food, and other needs. These relatively generous benefits allow for
many low-income families, particularly families with children, to receive
enough to meet the definition of a living wage.

As of June 2021, 49 percent of New Mexicans are enrolled in at
least one income support or health program from HSD.

The high rate of enrollment in HSD programs underscores the need for income
supports statewide. Beyond HSD, there are additional programs families can
use to help ensure needs are met, meaning the majority of individuals in the
state likely use some type of income support. Low-income families and
individuals can use services targeted to specific populations, such as the
Women, Infants and Children supplemental nutrition assistance program
(WIC), senior food programs, and housing and rental assistance, as well as tax
credits. These services allow families to meet their needs with lower wages,
effectively increasing their total income. Census numbers show that New
Mexico has at least 4 percent more individuals enrolled in multiple income
support programs in 2019 than the national average, with the New Mexico
number not including all the programs the national number does.

New Mexico has relatively high income support assistance levels,
potentially reducing the number of poor families.

The high benefit amount New Mexico allows for families that earn less than a
sustainable wage to meet their needs, potentially keeping families from dealing
with some of the negative impacts of poverty if enrolled in all available
programs. Families with children and elderly families receive larger total
benefit packages than working age adults with no children.

LFC analysis shows if low-income families with children or older New
Mexicans received all benefits available during the past year, the total
roughly equates to a living wage. New Mexicans can use many income-
support and tax-credit programs to effectively increase disposable income.
Benefits are not wages, but they allow for families to spend less on essentials,
like housing, food, and healthcare. For instance, a single mom with two children
(ages 3 and 7) may be eligible for at least 16 different programs, such as housing
assistance and free and reduced-price school lunches. The maximum benefit
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amount for a household at 50 percent of the FPL is estimated at $57 thousand
over the last year, including pandemic-related federal stimulus payments. This
total amount, when parent salary is included, is equivalent to earning 310
percent of the FPL, or $68 thousand.

Table 8. Families Generally Have Enough to Reach Cost of Living
Requirements With Receipt of Benefits to Which They Are Eligible
(case study of single parent with two children 2020/2021)

Percent of the Federal Poverty Level

0 50 100 150 200 250

Wages $0 | $10,980 | $21,960 | $32,940 | $43,920 $54,900

»

ummary of Benefits and wages Received

Estimated Total

Benefits $52,437 | $72,021 | $67,278 | $50,638 | $44,223 $39,201

Total Wages + Benefits | $52,437 | $83,001 | $89,238 | $83,578 | $88,143 $94,101

% of the FPL of total
wages and benefits 239 378 406 381 401 429

Note: In this scenario, children are 3 and 7, ages chosen to represent programs for both early childhood and
school-age children; programs include federal stimulus payments; SNAP and TANF limits based on net rather
than gross income; Childcare Assistance amounts based off no copay (as was the case through September
2021); Childcare Assistance was not included for the family at 0% of the FPL.

Source: LFC analysis of various state and federal agency data or reports

For elderly heads of households, benefits can be even
greater. For instance, for a single adult over 65 taking care
of two children under 18, all incomes between 50 percent

and 250 percent of the FPL had a financial total over $88 “§$1°0'OOO
thousand (or greater than 400 percent of the FPL). 2
However, low-income households without children and (_‘:’i
households with no wages while still well above the @ $50,000
federal poverty level when program benefits are §
considered, may not be able to fully meet their basic needs g 5

(see Appendix K for all household scenarios examined).
Therefore, this population shows the greatest gap between
cost of living and income levels, even when benefits are
considered.

Financial gains plateau for households with incomes from 50 percent of
the FPL to 200 percent of the FPL where increasing wages correspond
with decreasing benefits. For example, a single parent with two children
whose wages increase by $33 thousand (from 50 percent to 250 percent of the
FPL), moving the family above the federal poverty line, loses $22 thousand in
benefits and the household is left with only $11 thousand in financial gains.
This occurs to different degrees for all household scenarios examined.

In New Mexico, income-supports lower poverty by 4 percentage points
or 24 percent, more so than for other states. New Mexico has higher benefit
levels than the national average, which lowers the effective poverty rate when
these benefits are considered. According to Census data, New Mexico’s
unadjusted average three-year poverty rate was 16.1 percent in 2020, the
second highest in the country. However, when adjusted for benefits provided
by federal programs over the last year, the state had a poverty rate of 12.2
percent, tied for the eighth highest in the country. These rates are determined
by the supplemental poverty measure (SPM), created in 2011 to account for
the impacts of various federal income support programs, including Social

Spotlight: The Stacking of Income Supports October 27, 2021

Chart 5. Total Wages Plus Benefits
Stagnate between 50 Percent and 200

Percent of the FPL

(single parent with two children)

Plateau

$0 $10,980 $21,960 $32,940 $43,920 $54,900

Source: LFC analysis of various state and federal agency data

Chart 6. Three-Year
Average Poverty Rates
Unadjusted and Using

the Supplemental
Poverty Measure,

259 2016-2020

0

Ml

10%

5%

0%

2016 2017 2018 2019 2020

= NM Unadjusted
e NM SPM
= US Unadjusted
——US SPM

Source: Census Bureau
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The state also created new housing
assistance and rental assistance
programs during the pandemic;
however, these programs will end
by 2024, if not earlier. The largest of
these programs, the Emergency
Rental Assistance Program
administered by the Department of
Finance and Administration, had
until  September 30, 2021 to
encumber 65 percent of the initial
$160 million, or $104 million.
According to the Department of
Finance and Administration, the
state met this obligation using $55
million on awards and $16 million
on housing stability services.

Page 10

Security, tax credits, SNAP, and TANF, among others, on poverty and wealth
distribution. The measure also considers cost of living variations. In 2020,
New Mexico, like 30 states, had a SPM that was lower than the unadjusted
three-year average poverty rate (see Appendix L). The SPM moves New
Mexico closer to the poverty rates of its neighbors, with a lower rate than Texas

Winding down benefit expansions from the Covid-19 pandemic
may be a bigger administrative challenge than the pandemic itself.

The federal government expanded services for programs to help families meet
their needs during the pandemic. Some programs, such as extended
unemployment insurance, will or have disappeared, while others may last for
years. Others will reduce benefit amounts to prepandemic levels, which may
create challenges for some families who were receiving extra benefits. HSD
summarized the programmatic changes it had made to income supports as well
as its expected timeframe to rewind some of these benefits during a July 2021
Legislative Health and Human Services Committee hearing. It is important to
note the timeframes may change based on the course of the pandemic.

Figure 6. Timeline of Expected Changes to HSD Programs as of July 2021

a1 a2 as a4 a1 a2 a3 a4

JAN FEB MAR| APR MAY JUN | JUL AUG SEP | OCT NOV DEC | JAN FEB MAR APR MAY JUN | JUL AUG SEP | OCT NOV DEC

ALL MEDICAID
EXPEDITE W/ POSTPONED INTERVIEW
ABAWD WAIVER
COLLEGE STUDENT EXPANSION
E&T SUSPENSION
GENERAL WORK PROGRAM SUSPENSION
FHONE INTERVIEW FOR QC REVIEWS
QC REVIEW'S DUE DATE EXTENSION
‘GC SAMPLE EXEMPTION
WAIVE INTITAL INTERVIEW

SNAP EXTEND RECERT

CASH

EXTEND RECERT

WAGE SUBSIDY FLEXIBILITY
NMW PROCESS
NMW NON-COMPLANCE MORATORIUM
‘60-MONTH RECEIPT OF CASH ASSISTANCE

TANF

Source: Adapted from HSD LHHS July 2021 Presentation

Some programs have or will roll back benefits, while others may
continue. Childcare assistance, payments to childcare centers for qualifying
children that reduce the cost for the qualifying families, resumed collecting
copayments from families making over 200 percent of the FPL. Copayments
for some families at the high end of eligibility, can be up to $904/month for a
family of four with one child in care. New unemployment insurance programs
ended in early September 2021. The termination of these unemployment
programs will likely be significant for many families because New Mexico
was tied for the fourth highest unemployment rate in August 2021 at 7.2
percent, triggering extended benefits for only about 4,300 of the roughly 75
thousand who may have lost benefits when federal programs ended.
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Medicaid will begin redetermining eligibility when the public health
emergency ends; however, new subsidies on the health insurance
exchange can help the transition. According to HSD, the department will
begin pre-termination activities as soon as they are given notice that the public
health emergency declaration will not be renewed. The state is working on the
required waiver and emergency state plan terminations.

Beginning in 2022, the state will decrease health insurance

costs for most New Mexicans using the health insurance Table 9. Expected Significant Decreases in
exchange by reducing premiums. In August 2021, the Insurance Premiums for Different Family
Office of Superintendent of Insurance announced it plans Types and Income Levels
‘Fo reducg insurance premiums for any low- and moderate- Salary | 2021 2022 %
income individuals who receive insurance through the Premium | Premium | Decrease
health insurance exchange. The reduction will be funded iF? .

. s remiums
through f.edeltal Amerlcan. Rescue Plan .Act monies; Single 30 | $22.540 $93 30 100%
however, it will be funded in the future using the health year old
insurance affordability fund established during the 2021 gamily of | $53,000 $99 $0 100%
legislative session. These s:u.b51dlzed premiums w111. likely Eiderly $90.000 $1330 $311 7%
lessen the burden for families who no longer qualify for Couple

Medicaid but may not be as needed for families at all Note: example is for the gold tiers; other tiers have different premiums.
. . . Source: Office of the Superintendent of Insurance
income levels who decide to use the health insurance

exchange.
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Figure 7. New Mexico has Lowe
Income Support Programs t

Limited Uptake and Cliff Effects Blunt the Impact of

Programs and Could Disincentivize Increased

Employment

Both limited uptake of services and fear of a cliff effect can lead to programs
not being fully used or to unintended consequences with income support.
Program uptake can vary by ethnicity and circumstance. Program structure can
disincentivize work through either excessive benefits or reduction of benefits
as recipient wages increase.

The state generally has a large number of individuals not receiving benefits
due to limited uptake and cliff effects. Limited uptake is caused by those with
low incomes being unable to enroll in part due to enrollment barriers, while
cliff effects are caused by families making more income no longer being
eligible for some benefits. Given this, New Mexico may want to prioritize
targeting enrollment to those eligible but not currently enrolled.

Limited uptake of income support programs mean some families
who need services do not enroll, with disparities by ethnicity in
some circumstances.

New Mexicans receive some government benefits at lower rates than the rest
of the nation. Differences in uptake across programs and gaps in enrollment
for those who are eligible but not receiving services could indicate potential
programmatic barriers to enrollment, although there
can also be personal and environmental barriers as

r Uptake for Some
well.

han the Nation

Only 19% that
apply get
benefit, lower
than national
average of 26%

For some programs, a smaller share of New
Mexicans receive benefits than nationwide. New
Mexico experiences gaps in enrollment for
Medicaid, with an estimated 57 thousand individuals

Lower than
national
average of 28%

Unemployment
Insurance

Estimated 94% More New
of eligible Mexicans
recipients (12.2%)
received uninsured than

program in 2020

U.S. (11.1%)

Higher than
national
average of 85%

without insurance likely eligible for Medicaid
services prior to the pandemic (an estimated 27
percent of those uninsured). ! New Mexico also ha