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EXECUTIVE SUMMARY

EXECUTIVE SUMMARY
Struggling to Stay Afloat seeks to measure the real costs of living in California’s
communities and increase awareness and understanding of the hardships families face in
meeting them. Among the questions this report seeks to answer are: What is the true rate
of financially challenged households? How many are led by working adults? What do we
know about these households? What do their family configurations look like? What regions
and communities struggle more than others? What do income challenges look like across
race, ethnicity, and gender boundaries?
We find that one in three households in California, over 3.3 million families—
including those with income well above the Federal Poverty Level—struggle every
month to meet basic needs.

The Real Cost Measure
The federal government’s official poverty measure vastly understates poverty. Established
over 45 years ago, the Federal Poverty Level (FPL) has two primary flaws: (1) its formula
is primarily based on the cost of food, and in the decades since it was created, the costs
of housing, transportation, child care, health care, and other family necessities have risen
far more rapidly than food costs, and (2) It neglects regional variations in cost of living, and
most Californians live in high-cost areas.
As a result, the true extent of families contending with deprivation is hidden. Many of these
hidden poor find they earn too much to qualify for most income supports, yet still struggle
to meet their most basic needs, especially as the costs of housing, health care, and other
necessities continue to rise faster than wages.
Struggling to Stay Afloat uses the Real Cost Measure, a basic needs budget approach, to
better understand the challenges families face. The Real Cost Measure approach has two
primary components:
• Household budgets: estimates of the costs of meeting basic needs for different households
in a given area, based on data that account for variation in local costs of living
• Neighborhood-level demographics: an estimate based on Census data of how many
households have income below those local budgets
Such a basic needs budget approach is intuitive and easy for most people to understand
as it is grounded in a household budget composed of costs all families must address such
as food, housing, transportation, child care, out-of-pocket health expenses, and taxes.
This approach takes into account different costs of living in different communities, and
also conveys a better sense of the hardship for families because it invokes the notion of
tradeoffs between competing needs—if you have an inadequate level of income, do you
sacrifice on food, gas, or child care?
Struggling to Stay Afloat explores the Real Cost Measure through different lenses. At the
geographic level, we conduct “apples to apples” comparisons among counties, regions,
and neighborhoods through public use microdata areas (PUMAs), which are contiguous
8
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The Rate of Struggling Households Drops Steeply as Education Rises, but the Benefits
of Education Lag for Women and Householders of Color.
Householders with less education are much more likely to have incomes below the Real
Cost Measure.
• Over two-thirds (71%) of householders with less than a high school education have
incomes below the Real Cost Measure.
• The rate of struggling households drops quickly as education increases, falling to 17% for
those with a college degree or more.
• At every level of education, female householders earn less than male householders.
• The rates of financial instability drop from 93% for single mothers with less than a high
school degree to 46% for single mothers with a bachelor’s degree or higher.
• The impact of increased education varies by race and gender. 78% of African American
women without a high school degree are below the measure, but only 21% with at least
a bachelor’s are struggling. For white women, 57% with less than a high school degree,
and 14% with a Bachelor’s are below the Real Cost Measure.
• Women of color with a Bachelor’s or advanced degree fall below the Real Cost Measure
at rates roughly equal to white men with only some college education (25% vs 23%).

Half of All California Households with Young Children Live Below Real Cost Measure
Households headed by single mothers are almost twice as likely to have inadequate
income as married couples with children.
• 57% of households with children under six years of age fall fall below the Real Cost
Measure, and that rate jumps to 82% for single mothers with children under six.
• 72% of households maintained by single mothers have incomes below the Real Cost
Measure. In contrast, just 27% of married couples are below the Real Cost Measure.
• Even when employed, single mothers and their children struggle; 67% of households
headed by employed single mothers—and 56% where the single mother works fulltime—live below the Real Cost Measure.
• Households with children maintained alone by women of color are most likely to have
income below the Real Cost Measure: 83% for Latina single mothers, 77% for African
American single mothers, and 68% for Asian single mothers, compared to 53% for
white single mothers. Furthermore, households headed by women of color are not only
more likely to be below the Real Cost Measure, they are also more likely to be below the
Federal Poverty Level.
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STRUGGLING TO STAY AFLOAT
In 2015, United Ways of California released Struggling to Get By: The Real Cost Measure
in California 2015, which documented the struggle that many Californians face to meet
basic needs. Struggling to Get By showed a California slowly emerging from the Great
Recession, but one where obstacles to success still ran deep. That report introduced
a new way of estimating poverty—The Real Cost Measure—that found that about onethird of Californians struggled economically, with certain populations facing much greater
economic hurdles.
Three years later, we survey a California that—on the surface—appears to be in much
better economic shape. The Great Recession is further in the past and California has
surpassed the United Kingdom as the fifth largest economy in the world. But beneath the
rosy economic news lies a California where one in three households continue to struggle,
in part because wages have not kept pace with the increased costs of living.
Like its predecessor, Real Cost Measure 2018 seeks to measure the true costs of living in
California’s communities and the hardships households face in meeting them. In creating
this measure, we asked what a family would need to be able to live a secure—but by
no means extravagant—existence. A household living above the Real Cost Measure
could meet basic living costs, but little else. Using an updated version of the Real Cost
Measure, we develop actual budgets—more than 1,200 of them—representing households
throughout the state, and demonstrating what people must earn in order to meet basic
needs in the communities where they live.
In doing so, we can examine whether a single mother with two kids would have enough
money after paying her rent in San Francisco to ensure that she can get to work and her
children have access to child care. Or we can see how many weeks of employment a
seasonal worker earning minimal wages in the Central Valley would need to support him/
herself and their family.
Using the robust set of online tools that accompany this report, policymakers, academics,
journalists, advocates, and members of the public can assess what it takes to live with
a modicum of security in their communities. These tools will make this report a living
document—and one than can be used as a basis for action to address societal inequities.
For over one in three households in California—representing 3.5 million families– even a
modest level of security remains elusive. Each of these families has a story—ones that
we will not be able to tell here—but their experiences lie at the heart of the numbers that
we present, and this report should help illuminate the challenges they face in making ends
meet.
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A Better Measure of Need
What’s the point of measuring poverty? Presumably, we measure it so that we can end it.
The problem is that the poverty measures most commonly used by programs to aid the
poor are blunt instruments.
The U.S. Federal Poverty Level (Federal Poverty Level, or FPL), for example, vastly
understates poverty. The FPL is based primarily on the antiquated assumption that food
costs make up about one-third of household budgets, but in the five decades since the
FPL was developed, the costs of housing, transportation, child care, health care, and other
family necessities have risen far more rapidly than food costs, leaving many expenses out
of the equation. The FPL also neglects regional variations in cost of living, and while the
federal government’s unofficial supplemental poverty level (SPL) attempts to address many
of the FPL’s limitations, it does not go far enough in measuring the true cost of living for
local states and communities.
These federal standards mask the true extent of families contending with deprivation.
Worse, because public assistance programs use the FPL to set their eligibility
requirements, many “hidden poor” find that they earn too much income to qualify for most
supports, yet still struggle to meet their most basic needs. In fact, many public programs
use different multiples of the FPL as a foundation for eligibility guidelines, often creating
a confusing hash of program measurements. Perhaps most harmful of all to large-scale
efforts to move people out of poverty, the FPL doesn’t help us set the bar for families
seeking to sustain themselves.

IN A NUTSHELL: THE REAL COST MEASURE
• Focus on Households: We measure income against basic living expenses for households, not individuals.
• Keep it simple: We focus on widely available, easy-to-access data that allows us to repeat the work easily
across geographies. This includes data from sources such as U.S. Housing and Urban Development, the
Consumer Expenditure Survey, and the American Community Survey.
• Basic needs budgets: We estimate the cost of meeting basic needs (“no frills”) for a household, assuming
expenses are shared:
- Housing
- Food
- Transportation
- Health care
- Child care
- Taxes
- Miscellaneous
• Household types: The demographic analysis looks at over 1200 configurations of households led by a nondisabled adult, using the most appropriate budget based on the number and age of children, and whether or not
the head of household is a senior.
For more detail, see Methodology at unitedwaysca.org/realcost.
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If we’re going to help struggling families gain agency, dignity, and mobility, we need poverty
measure that point the way to a decent standard of living.
Fortunately, anti-poverty experts, practitioners, and advocates have developed a number of
alternative tools that more accurately describe a decent standard of living in different parts
of the country, and for families of different configurations and stages of life. (See Measuring
Up: Aspirations for Economic Security in the 21st Century for a review of measures.)
Our Real Cost Measure uses a basic needs budget approach, which has two primary
components:
• An estimate of the costs of meeting basic needs for a household in a given area, based
on data that account for variation in local costs of living
• An estimate based on census data of how many households have income below those
costs

If we’re going to
help struggling
families gain
agency, dignity,
and mobility, we
need poverty
measures that
point the way to a
decent standard of
living.

Our Real Cost Measure approach puts a stake in the ground for what people need to live
with some dignity. Our report makes the following critical assumptions:
• Housing: Families should be able to rent a family apartment, rather than doubling up with
extended family or strangers; parents should be able to have separate rooms from their
children, rather than crowding in together.
• Child care: Families with young children should be able to afford adequate, licensed
child care so that adults can work for a living, and so that children can feel safe and
nurtured, and ideally, develop their minds and bodies apace with wealthier peers.
• Health care: Both adults and children should have access to basic preventive health
care and be able to afford the co-payments and incidentals that go along with it.
• Food: Households should be able to afford the USDA-defined Low-Cost food plan,
which is the third most generous of the four food plans defined by the agency. In our prior
report, we used the Thrifty Food Plan (the least generous), which offered just enough
nutrition to avoid being malnourished and is used to determine SNAP benefits.
• Transportation: Adults should be able to get to work, to school, and back home by
private or public transportation (though the budget doesn’t include savings to purchase a
car).
Basic needs budgets more clearly describe region-specific hardships for families and the
tradeoffs they face on a regular basis, such as having to sacrifice food for heat or child care
on a regular basis. Because it is grounded in a household budget containing costs that all
families can relate to, we believe the Real Cost Measure supports better community and
policy conversations about how to help low-income families move up, as well as better
guidance for such families and those serving them.
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approaching $15,000. They would spend twice as much on food and health care as their
neighbors and pay about 25% more in housing in order to accommodate the larger family.
The increased income also means that they have about $2,500 in taxes to pay, three to five
times that paid by their childless neighbors.
Expenses decrease somewhat for a family with older children. A family in Sacramento
County with children ages 15 and 8 would need up to $57,000 to meet the Real Cost
Measure standard. Their anticipated costs for housing, food, transportation, and health
care are the same as Lucas and Gloria face, but with children in public school during the
year, their child care expenses ($5,976) are substantially less than they had to pay when
their children were younger.
Combined with lower taxes and slightly lower miscellaneous expenses, a $57,000 budget
would just be enough to get by. But they would still have to live from paycheck to paycheck,
worrying that any sort of setback would have dramatic repercussions for their family.
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CALIFORNIA’S STRUGGLING HOUSEHOLDS:
PEOPLE AND PLACE
The economic well-being of California’s inhabitants varies greatly by where they live. Few
Californians would be surprised to learn that a larger proportion of people struggle in the
Central Valley (40% below Real Cost Measure) than in the Bay Area (25%), or that Imperial
County (43% below Real Cost Measure) has a higher share of families that can’t afford
basic expenses than Napa County (26%). The Real Cost Measure 2018 uses information
about counties to build budgets and determine what families need for stability.
Disparities by region or county, however, do not change a central fact about California:
there are struggling people everywhere. The nature of that struggle may look different—a
family of four bringing home $80,000 would be secure in Modoc but would be well under
Real Cost Measure in San Francisco—but the difficulty in making ends meet is the same
for struggling families everywhere.
The map on the facing page shows the percentage of households below the Real Cost
Measure analyzed by public use microdata areas (PUMAs), which are contiguous
neighborhood clusters of of 100,000 to 200,000 residents prepared by the Census
Bureau. The rate of struggling households ranges from a low of 11% in the San Ramon &
Danville cluster in Contra Costa County, to a high of 82% in the Southeast LA/East Vernon
cluster in Los Angeles County. While we see many pockets of neighborhood clusters that
struggle throughout the state, including many Central Valley and desert communities, the
largest group of struggling neighborhoods can be found in Los Angeles County. Of the 44
neighborhood clusters throughout the state that experience 50% or more households living
below the Real Cost Measure, 19 are in Los Angles County.
Analyzing Real Cost Measure households by neighborhood cluster can reveal tremendous
differences, even within individual counties. With 28% of families below Real Cost Measure,
Orange County is somewhat better off than the state as a whole, but those overall numbers
obscure the differences within the county. The affluent areas of Mission Viejo and Santa
Margarita (west) have about 16% of families below Real Cost Measure, including only 3%
living below the FPL. By contrast, 6 in 10 households in the eastern part of Santa Ana are
struggling, including the 17% of households living below the Federal Poverty Level. Similar
patterns exist throughout the state.
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The findings of the Real Cost Measure 2018 make plain that—even in the midst of plenty—
many Californians are struggling to stay afloat.
Our work also shows that there are many interrelated factors that are connected with such
struggle. We know, for example, that education is crucial in reaching economic stability—
but also that education is not a panacea. Women and people of color (especially African
Americans and Latinos) are more likely to struggle, even with advanced education, and
families without strong English speakers in the home face a myriad of challenges.
Family structure also has dramatic effects on a household’s economic well-being. Whether
a household has one or two adult earners is important, as is the presence of seniors or
children in the household. Families’ needs change dramatically when a child comes into the
house and evolve as the child gets older, and child care costs give way to other expenses.
The purpose of the Real Cost Measure is to support efforts to help struggling families gain
agency, dignity, and mobility. Families living below the Real Cost Measure are doing their
part, as we have seen, they are overwhelmingly working families. But as our data make
clear, hard work alone is not enough to get ahead. The environment in which people live
can have a stronger impact on health and other outcomes than genetics, as extensive
research on the social determinants of health has shown.1 Compelling recent research
on economic mobility likewise has shown that community conditions affect education
and employment results; all other things being equal, children who move to a better
neighborhood do better than children in the neighborhood they left behind, and the earlier a
child moves to a better neighborhood, the greater the improvement.2 While it’s reasonable
to expect families to do what they can to move up, it is both hard-hearted and unscientific to
expect them to overcome the odds through heroic effort alone.
We all stand to benefit if more struggling families and individuals move up so they can meet
a basic standard of living. Though a full discussion would be much longer than this report,
below we offer some suggestions we hope will be helpful for community, business, civic,
nonprofit and philanthropic leaders and policy makers to consider. These are presented in
order from more technical challenges (we know what to do, we just need more will to do it)
to adaptive challenges (we need to discover what needs to be done and how to do it).

Preserve and Expand Subsidized Health Coverage
California has made great strides in reducing the number of uninsured people, sharply
reducing a primary cause of bankruptcy and destitution, due largely to the Affordable Care
Act. Since our prior report, California has enrolled over 5 million people in health coverage,
including over 3.7 million people in Medi-Cal. By enabling people to access primary and
preventive care, health coverage can help households avoid or sharply reduce costs for
serious illness or injury, a leading cause of bankruptcy and financial instability. Backsliding
here would sharply increase insecurity for Real Cost Measure households.
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Provide Childcare and Preschool for Struggling Families
Households with children, especially young children 5 and under, and in particular
households led by single women, are much more likely to struggle below the Real Cost
Measure. Quality care and early education for children from birth to age 5 is one of the
most effective approaches we can take to address these issues comprehensively, not just
for children’s development, but for the economic well-being of struggling families across
the state. More affordable, quality early childhood enrichment, child care and preschool
could better prepare children for lifelong learning while also reducing household expenses
during a critical yet temporary phase of family life, enabling parents to devote more time to
progressing in their careers or boosting their earning power through education and training.
• A large and powerful body of research shows early education increases cognitive,
language, social, and emotional development and provides a strong foundation for
success in school and life, leading to increased high school graduation rates, greater
college attendance, decreased crime, and other beneficial results.3
• Investments in early childhood enrichment also help families build earning power.
Dual-generation or “2Gen” strategies, such as pairing child care and early childhood
enrichment with educational opportunities for parents, especially single mothers, can
enable parents to boost their education (a parent’s educational attainment is the best
indicator of financial stability for children ), work more hours or find a better job.4
• Economists estimate that for every $1 invested in quality preschool returns approximately
$7 in benefits to families and society.

Maximize Current Income Supports
California each year leaves an estimated $5 billion in federal tax credits and food
assistance unclaimed.5,6,7 Investing a fraction of those lost dollars—perhaps 10% - to help
families access these funds would greatly increase financial security for families and lead
to a significant net gain for the state.
To get a sense of what a big difference this could make to families, a family of four earning
under $31,000 could receive up to $649 a month in food assistance (roughly equivalent to
raising their wages 20%), and $2450 or more in EITC, both of which would go a long way to
helping them meet other basic needs.
California already has taken a big step in this direction since our last report by launching a
refundable state EITC. Initially tapping out $13,870 for a single adult and three dependents,
the CalEITC income threshold has increased to $22,300 and eligibility has expanded to
self-employed. (As of this writing, United Way and coalition partners are working to allow
eligibility for people aged 18-24, over 64 and ITIN filers.) The CalEITC is helpful in itself and
also appears to be connecting more families to the federal EITC.
Making it easy, almost automatic, for families to access all benefits for which they qualify
would have enormous returns to households and local economies. For example, EITC
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refunds could be sent automatically to filers who have income reported on W-2 forms,
rather than requiring those households instead to file a tax return first.
Breaking silos across different income support programs—horizontal integration - also
would be hugely beneficial. Whenever a low-income family or individual interacts with a
resource—a school, clinic, or social services agency—they should connect with every
relevant resource for which they are eligible; if a mother comes in looking for job training,
she could enroll in health coverage, CalFresh food assistance, and subsidized child care,
and receive follow up information about EITC. For one example, California successfully
experimented with “Express Lane” eligibility for CalFresh for people enrolled in Medi-Cal.

Level Up: Invest in Post-Secondary Education
The share of households below the Real Cost Measure drops significantly among
householders who have some college or a college degree. From the glass half-full
perspective, 36% of struggling householders have some college credits already, and the
24% of struggling households with high school diplomas conceivably could seek college
degrees, with reasonable assistance. Many of the 29% of struggling households without a
high school diploma also could move toward some higher education, with perhaps more
assistance.
California recently promised to make community college free, which will be a big step
forward. Making four-year college tuition free is a realistic possibility, as shown by the
Australian model: student loans have capped fees up front, students are not required to
repay until their income exceeds approximately US $40,000, and graduates whose income
does require them to pay have the security of a capped percentage of income.8 As a result,
college is much more accessible to lower-income students. (Other states such as Oregon,
Tennessee, Rhode Island, New York, Arkansas and Louisiana have initiatives to make
college free.)9
While California has had considerable success increasing the high school graduation rate,
to approximately 80%, those who do not graduate are at high risk for living in poverty, and
African-American and Latino youth make up an overwhelming majority of that population.
Examples of iniatives that could increase the odds that students’ stay in school and
graduate ready for employment or higher education, or help those seeking a second
chance include: increasing access to career and technical education (CTE), such as: The
Linked Learning initiative, which emphasizes connections between classroom learning and
exposure to workplace settings, using a mix of public and foundation funding; alternative
pathways for disconnected youth offered by reengagement programs, such as YearUP; and
employment training programs or charter schools focused on disconnected youth, such as
those run by organizations like YouthBuild or Conservation Corps. 10
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Give Income Supports a Longer Tail
Income supports such as child care assistance, CalFresh, or CalWORKs can help
households below the Real Cost Measure cover basic needs, yet these benefits drop
away too soon, well before households get close to meeting the Real Cost Measure. For
example, as noted earlier, CalFresh food assistance is capped for a family of 4 (2 adults,
2 children over 6) at gross income of $49,200, and EITC credits taper to $0 when gross
income exceeds $50,597; in both cases, well before they reach the Real Cost Measure.
To help families reach financial stability, rather than merely avoid destitution, income limits
and the amount of income and assets that is disregarded could be increased for programs
like CalFresh, CalWORKs and others.

Increase Resilience through Asset Building and Consumer Protection
Many more American households are financially fragile than the just the households below
the Real Cost Measure profiled in our report. 44% of of all American households lack
enough savings to pay an unexpected $400 expense;11 61% of Americans report that in
order to cover a $1000 emergency expense, such as an emergency room visit or replacing
a transmission to keep a car running, they would need to cut spending on food or other
items, borrow from family and friends, increase credit card debt, or use an ominous “other”
route.12
To compound matters, struggling households often experience various income spikes and
income dips over a calendar year compelling them to make difficult choices regularly such
as cutting back on utilities, asking landlords and banks to extend housing payment due
dates, borrowing from family and friends, neglecting health care, sacrificing school supplies
and more. This is especially true for workers who are highly dependent on seasonal work
to make ends meet such as those in retail and manufacturing industries where supply and
demand can fluctuate easily. Those in retail, for example, often earn additional work hours
in November and December, ahead of the holiday season, but often experience reduced
hours and pay once the demand for holiday shopping declines. In fact, in their survey of
working households, described in their book The Financial Diaries, researchers Jonathan
Morduch and Rachel Schneiber found families can experience up to five months of income
volatility during a calendar year where spending was at least 25% above or below their
monthly average.13 This income volatility makes it challenging for families to create savings
accounts, invest in retirement, put money aside for their children’s education and more.
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Build Assets: There are a number of innovative strategies for helping low income
households begin to build assets. Notably, since our last report, California has established
CalSavers, a state-sponsored retirement plan for those without access to an employersponsored plan that will launch in 2019. (7.5 million Californians work for employers who
do not offer a retirement plan, and nearly half of California workers are on track to retire
with incomes below $22,000 a year.14 Another promising example is San Francisco’s
Kindergarten to College program, which creates savings accounts for all kindergartners,
seeds them with $50, matches parent contributions up to $100 and provides $100 bonuses
for consistent savings deposits.15 Other approaches include individual development
accounts (IDAs), income-based repayment of student loans or stipends for students
seeking training or postsecondary education, as previously mentioned; direct mortgages
and first-time homebuyer programs.
Encourage Savings: Unfortunately, many federal and state policies discourage savings,
by asset tests for benefits like CalWORKs or CalFresh. Such benefit limiting asset tests
hurt working families coming and going, either putting them into a deeper hole as they
respond to changing fortunes, such as a temporary job loss, or imposing more burdens
right as they are beginning to make progress moving out of poverty. Note also that asset
limits also are expensive for state and local government to apply and enforce, and this
expense is often wasted, given that only a small share of families seeking aid have assets
over the limit.
Build credit: A good credit score can be viewed as an asset that can help a family
qualify to rent an apartment, purchase a car or more, yet it can be difficult for low income
households to build a good credit history. Programs and policies that use the payment
history of struggling households on things like utilities, rent, cable, online services and more
to establish a credit history would be helpful here, along the lines of alternatives such as the
Payment Reporting Builds Credit (PBRC) free alternative credit score.
Displace Financial Predators: Not least, protecting what little assets and credit struggling
households have is a pressing need. Struggling households are least able to afford the
high costs of fringe financial services and predatory practices such as check cashing and
payday lending, which drain low-income households of resources they could otherwise
use to meet basic needs or to build assets. Accounts at mainstream banks or credit
unions provide a critical foothold on the economic ladder, helping families build credit, and
alternative sources of emergency credit can help households avoid a crushing debt cycle.
In a number of regions in California, municipalities have taken steps to increase access to
mainstream banking, such as through the Bank On program, and/or have sought to stop the
proliferation of predatory financial services. Employers, nonprofits and local government
could partner to explore ways to offer emergency loans on reasonable terms to employees
and residents.16 The state government could explore other options, such as imposing a cap
on the Annual Percentage Rate (APR) of payday or small dollar loans, or limit the size and
number of such loans.
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Integrate and Naturalize Immigrants
Households led by naturalized immigrants struggle at a much lower rate than those led
by non-naturalized immigrants, and also, as our analysis shows, households that lack a
fluent English speaker over the age of 14 also struggle at a higher rate. Of course, these
and other factors may interact. Pursuing citizenship and improving English language
fluency are two possible strategies to consider that may improve prospects for a sizable
share of struggling immigrant households. Adult public education is an important route
for many people to build their English language skills and prepare for citizenship, but it
is underfunded and often shortchanged by school districts because it does not produce
Average Daily Attendance (ADA) income.

Increase Housing Stock and Prioritize Help for Renters
Housing plays a central role in the fate of struggling households—not just for their financial
stability, but also for their educational prospects (which school district and catchment area
can they afford to live in) and health outcomes. The quality and location of housing for
struggling households affects virtually every aspect of their lives, so improvements here
can have impact well beyond reducing financial stress.
A severe shortage of affordable housing is a brute fact in most California communities;
low income housing tax-credit and other subsidies for construction of affordable housing
have not met the scale of the need (and in many places, the units they produce, targeted
for people earning 80% or 60% of median income, still seem out of reach for many). As
important as production of new units is, it should be clear that we cannot build our way out
of the affordability problem. Federal rent vouchers (Section 8), which have not been fully
funded and reach only one quarter of eligible households, and public housing projects also
have not come close to meeting the scale of need.
California ranks 49th among states in the number of housing units per capita availability of
rental units to very low-income households and needs an estimated 3.5 million additional
housing units to meet existing demand. Closing this gap would require 7-10 years of
unprecedented growth in housing—beyond levels that California has seen in its history for
even one year. But the cost of doing nothing is staggering, too, both in human suffering
(homelessness and fear of it, stress and anxiety), and financially—an estimated $50 billion
annually goes to housing costs that would be spent otherwise, and the total loss to GDP is
as much as 6% from foregone construction, investment and other output.17
While it is not easy to see how to reduce the housing burden for struggling households, a
good start may be to acknowledge a few key points:
• Struggling households are overwhelmingly renters, as are 1/3 of all U.S. households;
• American taxpayers subsidize home ownership at nearly $3 for every $1 spent to support
renters and;
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• Over 60% of subsidies for homeownership, which is increasingly out of reach for most
families, goes to households with incomes over $100,000; homeowners with income over
$200,000 receive four times as much subsidy as renters with income under $20,000.18
This suggests targeting support for rent costs for struggling households. An increased,
refundable federal renters’ credit, for example, would be an effective way to improve
prospects for struggling households at scale, as well as to rebalance some of the tilt in
federal housing subsidies that have grown to increasingly favor upper income households.19
Fully funding housing vouchers to reach all eligible struggling families also would make a
big difference.

Make Work Pay
The overwhelming majority of struggling households—9 out of 10—are already working.
This suggests the challenge is raising pay rather than finding a job.
California’s phased increase in the minimum wage will certainly help increase pay for many
workers, marking a huge improvement from when we issued our previous report in 2015.
The minimum wage has increased from $8 in 2014 to $11 as of this writing. When fully
phased in at $15 an hour in 2023, it should help many households move above the federal
poverty level, though they likely will still be earning well below the Real Cost Measure.
Providing opportunities for all struggling workers to move up the pay scale further may
be even harder than increasing the minimum wage, as difficult as that was. Workforce
development and philanthropic programs aimed at moving workers from $15/ hour to $30/
hour jobs, through training programs and improved alignment of worker skills with employer
demands, swim against a tide that is moving more workers in the other direction, from $30/
hour toward $15/hour, even for those with college degrees.
To confront the brutal facts, though, we need to acknowledge we have done a very poor job
of sharing productivity gains with low-and middle-income workers since the 1980s. Despite
the relative income gains since the Great Recession, median household earnings over the
last several decades have changed little for most Californians. California’s gross domestic
product has increased 143% from 1997-2016, while median household earnings have only
grown 13% during the same time frame, as shown in Figure 27 on the following page.

Rethink Work, Jobs and Links to Income
While building skills and aligning with what employers seek is vital to every individual, as a
society we all may need to radically rethink our approach to work. Looking ahead, there are
some strong indicators that there may not be enough jobs for people who want them:

54

Struggling to Stay Afloat

TOWARD ECONOMIC MOBILITY

• Artificial intelligence is progressing rapidly and threatens many professional jobs—for
accountants, lawyers, perhaps even primary care physicians—while also impacting or
eliminating lower paying service jobs - for example, McDonald’s is testing robots at point
of sale.22
Our social systems—access to health coverage, retirement benefits, and more, even
unemployment benefits while out of work, not to mention pride and social standing—were
all based around work, the notion of a stable job working for a company, perhaps for an
entire working life.23 Virtually no one today expects to work for one company their entire life,
as people often move jobs and have extended periods where they are without a job.
With the way work is changing, even middle and upper income families may also find,
as many low-income families already do, that work is not enough. Those seeking to help
families gain stability should strongly consider advocating for policies that recognize this
new reality by allowing portability of benefits regardless of employer sponsorship, such as
health and retirement, and more effective access to income supports, including perhaps a
universal basic income.

Next Steps
We hope the portrait of need in Struggling to Stay Afloat helps all of us:
• Set a bar for a decent standard of living we want to help families reach and provide a
more accurate view of the share of struggling households in every California county and
neighborhood
• Enable communities to engage in a rich and accessible conversation about the needs of
struggling families, and the tradeoffs they make
• Promote a better understanding of how families in different situations have different
needs, even if they have similar total income
• Identify possible policy levers for helping families in different situations move up
There are many steps we can take at every level—local, regional, state and national—to
increase economic mobility for struggling families. The suggested levers outlined above are
meant to suggest some fruitful areas to explore, not to be prescriptive or exhaustive.
The key elements are simple, however:
• Focus on actual families and their particular situations—are we talking about families
with toddlers, householders with unpredictable hours and large swings in income, or
something else?
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• Policies and programs may be siloed, but household budgets are not. Assisting with any
one factor can provide relief in other areas (for example, providing housing assistance
can allow greater resources for food or continuing education, or providing quality child
care and preschool can likewise allow families to earn more, spend more on food or
housing)
• Get in the fight—take some action to help, from volunteering with a nonprofit health
or social services organization, to engaging fellow citizens to vote and keep economic
mobility in mind when doing so.
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