Pathways to a Healthy Bernalillo County

Employment Pathway Return on Investment Analyses

Since 2010, completion of the Employment pathway has generated approximately $8.1 million in income for Pathways
clients and the communities in which they live and work. Every $1 spent on the Employment pathway produced almost $13
in additional income for extremely needy county residents. However, even this substantial benefit-cost ratio doesn't fully
capture the pathway's potential benefits. Employment has been shown to improve physical and mental health in ways that
can't be fully explained by the income it produces. Unfortunately, for most Pathways participants, employment is not a
solution to the problem of poverty or an antidote to its negative health impacts. Rarely are the jobs obtained by Pathways
clients sufficient to lift them from poverty or eliminate their need for public aid.

Every $1spent on the Employment pathway produced almost $13 in income for Bernalillo County’s most vulnerable residents.

Navigators help employment pathway clients assess their qualifications, prepare and post resumes, apply for jobs, prepare for
interviews, move through the hiring process, and acclimate to employment. Securing employment for Pathways clients can
be a lengthy and difficult process, requiring navigators to use their ingenuity and draw upon their extensive community
connections to help clients get and keep jobs. One-in-three Pathways clients (I,176) attempted the Employment pathway
and one-in-seven (533) completed it, remaining gainfully and consistently employed for a minimum of three consecutive
months.
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Community health navigators help Pathways clients surmount tremendous barriers to employment

*  Forty-two percent of clients who pursued the Employment pathway had recently been released from jail or prison.
Three-quarters of formerly incarcerated job seekers felt that their criminal records diminished their chances of
employment.

* Employment clients were over twice as likely as other Pathways clients to have had problems at work or in school
due to substance abuse (51% versus 23%).

* Fifty-three percent had experienced mental iliness.

¢ Two-thirds did not graduate high school.

* Twenty-eight percent were single mothers with no parenting support.

*  Seventy-seven percent lacked reliable transportation

¢ Thirty-nine percent lacked reliable telephone access

* Sixty-two percent needed help with dependent care.

* Forty percent were not proficient in English




Employment is a central pillar in the economic and social infrastructure that enables individuals to lead healthy lives. The five
pathways most frequently pursued by Employment pathway clients were: Housing (32%), Health Care Home (28.2%),
Education/GED (22.5%), Food Security (19.6%), and Depression/Behavioral Health (19%). For many Pathways clients,
employment is key to sustaining the other gains they have made through the program, including stable housing, a healthcare
home, and food security. Employment also improves self-esteem and enhances social networks, which provide individuals
with the fortitude to take on major life challenges such as leaving an abusive relationship, living sober, or staying out of jail.

The relationship between employment and health

Employment status is a social determinant of physical and behavioral health.! Employment impacts health by affecting
income, access to healthcare, and emotional wellbeing. The linkage between inadequate income and poor health is well
established. In addition to providing income, employment can also be a source of health insurance coverage, which is
another key determinant of healthcare access.!

Unemployment has also been shown to
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The loss of a job has been shown to severely impact mental health, more than doubling the probability of depression. ¢ 7 8
Numerous mechanisms, including financial hardship, stress, social stigma, loss of self-esteem, and a diminished sense of
control, link unemployment with mental health impairments.? 10 Upon entry to the Pathways program, 92 percent of
Employment pathway completers said that
they were currently disabled by depression
and 64 percent said that they had been

Chart 2: Bernalillo County adults: Mental health was “not good” 14 or more days in the
last month, by employment status, 2013-2015
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However, research also indicates that the
mental health impacts of unemployment
are may be independent of a worker's mental health before they became unemployed, 12 meaning that anyone, not just

" Employment is a major source of healthcare coverage for many workers. However, many low wage/low income workers, including
Pathways clients, cannot access employer-sponsored health insurance either because their employer doesn't offer it, they have not been?



those already afflicted, can experience debilitating psychological problems as a result of unemployment.

Low-income adults are more likely than other New Mexico adults to report poor mental health, regardless of employment
status, but the income disparity in mental health status is greatest for individuals who have been unemployed for over one
year (Chart 2).

Not surprisingly, given its effects on mental and physical health, unemployment has been shown to increase the risk of
mortality from all causes, including suicide.!3 Death rates have been shown to increase 50 to |00 percent in the year
following unemployment and remain significantly elevated for the next 20 years, reducing a 40-year-old’s life
expectancy by an average of | to |.5 years.'* A recent synthesis of over 40 studies concluded that the experience of
unemployment, both past and present, increased the risk of death by almost two-thirds.!> Unemployment has been
associated with unhealthy behaviors that increase the risk of premature mortality, including increased consumption of
alcohol and tobacco and reduced physical activity. It is also likely that health characteristics and behaviors that increase the
likelihood of unemployment also increase the likelihood of premature mortality. However, research has shown that pre-
existing health problems and behaviors explain only part of the relationship between unemployment and premature
mortality.'6 17

Among Employment pathway completers who took the exit interview, 97 percent described their health as “fair or
poor” upon entry to the Pathways program and 34 percent described their health as “fair” or “poor” upon exit.

Re-employment after a period of joblessness, has been associated with marked improvements in behavioral health and
smaller, but still significant, improvements in physical health, including decreased risk of mortality. 18.19 20 21 22 Clients who
completed the Employment pathway were more likely than other Pathways participants to describe their health as
“improved” or “greatly improved” on the exit survey. Eighty percent of clients who completed the Employment pathway,
and 75 percent of clients who did not attempt the Employment pathway reported that their health had “improved” or
“greatly improved” since participating in Pathways.

Living in a household with one or more unemployed workers has been associated with poor self-rated health.23 Similarly,
communities with high rates of unemployment tend to have relatively poor health outcomes2* and above-average rates of
crime and violence.2>

Lasting impacts of temporary unemployment

Unemployment can undermine health and eaming capacity in ways that persist for years after the individual has found
another job. The negative impacts of unemployment, including mental health impairments and increased mortality, increase
with the duration of unemployment.2é 2728 The longer an individual remains unemployed, the less employable they
become.?? This is due, in part, to the erosion of work-related skills and work-related social networks; but it also reflects the
reluctance of employers to hire people with sustained periods of joblessness.3? Long periods or repeated bouts of
unemployment also reduce the rate at which an individual's wages grow over time and thus impact lifetime earning
potential 3!

Desperate efforts to make ends meet during periods of unemployment can have long-lasting repercussions. Individuals who
are unable to cover their basic expenses with income from work may resort to illicit activity. Because criminal convictions are
severe barriers to employment, even a brief foray into illegal activity can severely compromise lifetime job prospects.

Earned Income

Many of the adverse health impacts of unemployment are related to loss of income. A 201 | study of the long-term
unemployed and under-employed found that 63 percent skipped dental visits, 56 percent deferred needed health care, and
40 percent did not fill prescriptions.32

Upon entry to the Pathways program, 79 percent of Employment pathway completers said they had been unable to afford
needed healthcare and prescription medications.

Since 2010, completion of the Employment pathway has generated roughly $8.1 million in income for Pathways clients and
the communities in which they live and work. In addition to $6.8 million in eamings, workers benefitted from approximately
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$1.3 million in refundable federal and state income tax credits. This income, afthough profoundly valuable to the workers
and their families, was not sufficient to lift the majority of Employment pathway completers out of poverty.

To complete the Employment pathway the client must remain employed for at least three months. Nationwide, low-wage,
low-income workers stay in a job for an average of 2.2 years.33 This is well below the average duration of employment for
U.S. workers generally (4.2 years),3* but probably longer than many Pathways clients remain employed, due to their transient
lifestyles, health impairments, and numerous employment challenges. The Pathways program conducts exit interviews with
all program graduates who can be reached by phone. Exit interviews are conducted an average of 107 days after program
completion. Thirty of 45 Employment pathway completers were still employed at the time of the exit interview, suggesting
that two-thirds of employment pathway completions result in at least 6 months of employment.

The analysis of earmings assumes that one third of Employment completers remain employed for 45 days, one third remain
employed for six months, and the remaining one third remain employed for 2.2 years — the national average employment
duration for low-income, low-wage workers nationwide 3>

Table T- Estimated annual and total earnings of Employment pathway completers by average duration of employment

Earnings per Worker
Clients Employment duration Annual earnings Total earnings
176 45 days $1,688 $1,688
176 180 days $6,750 $6,750
176 2.2 years $13,688 $30,113

Pathways clients typically find work in service or retail businesses such as car washes, hotel housekeeping, Wal-Mart, and fast
food restaurants. Navigator notes indicate that many Pathways clients work fewer hours than they would like and some
hold down multiple jobs at once. The estimate of client eamings assumes that workers earn $8.75 per hour, the City of
Albuquerque’s 2016 minimum wage,? and work an average of 30 hours per week (Table I).

Table 2 2016 poverty thresholds Poverty despite work

Household size None of the scenarios modeled — 45 days, 6 months, or a full year of employment --

| $11.770 | generates enough income to lift a household of two above the poverty threshold (Table 2).

$15930 | Even working full time and year round for $8.75 per hour produces gross income of $18,200,

$20,090 | slightly above the poverty threshold for a household of two but still well below the amount

$24,250 | needed to cover a single individual's basic expenses for a year without other aid. Researchers

$28410 [ from MIT estimated that the basic cost of living for a single Bernalillo County adult totaled

$32,570 1 $21,514 in 2015 and that a two-person household needed $46,062 before taxes just to

NN MW (N

$36./30 | make ends meet.36

Tax credits help low wage workers make ends meet

The federal Earned Income Tax Credit (EITC) is a significant share of income for many working families. The EITC is a
refundable tax credit, meaning that credit amounts in excess of tax liability are returmed to the filer in the form of a refund
check. To qualify for EITC, workers must have earned income and adjusted gross income within certain limits; (Table 3).
Single workers without children qualify for modest EITC benefits, but low-income working parents can qualify for credits as
high as $6,269 in 2016 (Table 4).

Table 3 2016 Earned Income Tax Credit Income limits

Filing status Number of Qualifying Children Claimed
Zero One Two Three or more
Single, Head of Household or Widowed $14,880 $39,296 $44,648 $47,955
Married Filing Jointly $20,430 $44,846 $50,198 $53,505

Source: Internal Revenue Service

2 Albugquerque’s 2016 minimum wage is $7.75 if the employer provides healthcare and/or childcare benefits worth at least $2,500 per year.
Albuguerque’s minimum wage is adjusted annually based on changes to the Consumer Price Index (CPIl) and will increase to $8.80 effective January 1,
2017,
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Table 4: Maximum EITC amounts for tax year 2016 by number of children
$2 to $506 with no qualifying children.

$9 to $3,373 with one gualifying child.

$10 to $5,572 with two qualifying children.

311 to $6,269 with three or more qualifying children.

Source: Internal Revenue Service

To be eligible for EITC, workers and their qualifying children must have Social Security numbers that are valid for
employment. Many low-income working DACAS3 recipients therefore qualify for the EITC. Other undocumented workers,
including those who have consistently paid federal income and payroll taxes and never requested a refund, do not. Pathways
clients who are paid “under the table" or otherwise avoid engagement with the tax system may forego valuable EITC
benefits for which they might otherwise qualify.

Fifty percent of Employment pathway completers have dependent children at home and 28 percent are single parents.
Based on estimated average annual earnings, Employment pathway completers qualify for between $399 and $2,781 in
annual EITC benefits, although, as depicted in Table 4, the actual range of potential benefits is much wider. Assuming 75
percent of workers who gained employment through Pathways filed for EITC,# Employment pathway completers generated
$1.1 million in EITC income over the life of the Pathways program.

The State of New Mexico augments the federal EITC with the Working Families Tax Credit, a fully-refundable state income
tax credit equal to |0 percent of the federal EITC. Low-income workers may also qualify for the New Mexico Low Income
Comprehensive Tax Rebate, another fully refundable state income tax credit.3” The “typical” Employment pathway
completers depicted in Table 5 qualify for between $247 and $349 in state income tax credits.

Table 5 Employment pathway completers: Estimated annual income from employment by average duration of employment

Clients Emplgyment Averfage annual Federal EITC NM Refuhdable Total income from
duration earnings Tax Credits employment (I vyear)

176 45 days $1,688 $399 $247 $2,334

176 180 days $6,750 $1,608 $303 $8,661

176 2.2 years $13,688 $2,781 $349 $16818

Completion of the Employment pathway has generated approximately $8.1 million in income for Pathways clients and their
dependents since 2010 (Table 6).

Table 6. All employment pathway completers: Total income from employment

Total
Total wages $6,780,560
Total EITC $1,071,856
Total State tax credits $232,046
Total income from employment $8,084,462

Impact on Healthcare Costs

Unemployment tends to decrease workers’ use of preventive medical services.’® Reduced utilization of preventative care
may save money in the short-term, but failure to prevent or adequately control chronic diseases can result in far higher long-
term healthcare costs.3? Thus the full impact of unemployment on a worker's healthcare costs may manifest years after the
episode of unemployment.

As noted earlier, unemployment more than doubles the probability of depression. The relationship between mental
illness and increased healthcare costs is well established.4® Patients with depression have average annual healthcare costs
roughly 240 percent higher than those of non-depressed patients.4! Compared to patients without behavioral health

3 Deferred Action for Childhood Arrivals (DACA) is a Obama administration executive action started in 2012 that allows certain undocumented
immigrants who entered the US before their |6th birthday and before June 2007 to receive a renewable two-year work permit and exemption from
deportation. DACA confers non-immigrant legal status but does not provide a path to citizenship.

4 half as single filers with no dependents and half percent as married or head of household with an average of two dependent children



conditions, behavioral health patients have more physician office visits, hospitalizations, and trips to the ED, most of which
are for ambulatory sensitive, non-behavioral health concemns. 42 43

Benefit-Cost Analyses

Benefit-cost analyses have shown that work experience programs for low-income, long term unemployed job seekers
generate benefits in excess of costs for public sector funders.#4 45 46 Quantifiable benefits — both to the job seeker and the
general public — arise primarily from increased labor market earnings, but employment also reduces public sector costs
related to public assistance, food assistance, publicly subsidized health insurance, criminality, and incarceration.4’

Many of the benefits of employment, including improvements in mental health and changes in healthcare costs, are not
readily quantified for the Pathways population. Still, a comparison of the additional $8.1 million in income earned by
Pathways participants to the $626,808 cost of administering the Employment pathway suggests that every $1 spent on the
Employment pathway produces almost $13 in benefits.

Conclusion

By helping clients find and keep jobs, Pathways navigators make it possible for them to sustain other gains made through the
Pathways program. Not only does employment generate the income needed to keep a family housed and fed, it improves
self-esteem, reduces isolation, and can enhance mental and physical health. However, for most Pathways participants,
employment is not a solution to the problem of poverty or a cure for its negative impacts on health. Rarely are the jobs
obtained by Pathways clients sufficient to lift them from poverty or eliminate their need for supplemental food, housing
subsidies, and other supports reserved for economically vulnerable community members.
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