
A Fixed Earned-Income Disregard Does 
Not Serve CalWORKs Families    

As parents who are participating in CalWORKs enter 
the workforce, the earned-income disregard allows 
families to continue to receive benefi ts while earning 
a paycheck – up to a certain limit. Specifi cally, the 
EID is the amount of a recipient’s gross monthly 
earnings that is overlooked when their grant levels are 
calculated. Since CalWORKs’ implementation in 1997-
98, state law has exempted the fi rst $225 of monthly 
earnings, then 50% of the remainder.2 As a family’s 
earnings increase, their grant amount decreases until 
they reach the CalWORKs income limit. The income 
limit, which is partly based on the maximum monthly 
grant and the earned-income disregard, determines 
when a family is no longer eligible for CalWORKs cash 
assistance. The greater the value of the disregard, the 
smaller the reduction in the monthly grant and the 
more parents can earn before losing eligibility. This 
allows for a smoother transition out of the CalWORKs 
program. 

Unfortunately, the value of the EID has not changed 
in more than 20 years, leaving families with fewer 
resources (Figure 1). With the current $225 disregard, 
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the annualized income limit in 2019-20 will be 
$23,772 (or $1,981 a month) for a family of three in a 
high-cost county. If policymakers had increased the 
disregard each year to account for infl ation, the EID 
would have been $399 in 2019-20. Families would 
have had up to $25,858 in annual income (or $2,155 a 
month) before reaching the income limit. For working 
families who face rising rents and fi nd it harder each 
year to keep a roof over their heads, that extra $174 
a month is substantial.3 In other words, policymakers’ 
failure to increase the disregard to keep up with the 
rising cost of goods and services has left already 
struggling families with even fewer resources to make 
ends meet in our state. 

The Earned-Income Disregard Has Fallen 
Behind the State Minimum Wage   

However, with a rising state minimum wage, 
policymakers would need to do more than adjust the 
EID for infl ation if CalWORKs is to better support 
families pursuing employment (Figure 2). When 
CalWORKs was fi rst implemented in 1997-98, a 
parent working a minimum wage job full-time and 
year-round earned $11,960 a year (or $5.75 an hour), 
well-below the annualized income limit of $16,020 (or 
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FIGURE 1 The CalWORKs Earned-Income Disregard Would Be Much 
Greater if It Had Been Adjusted for Inflation Since 1997-98

The earned-income disregard 
was reduced to $112 in 2011-12 
and restored the next year. 

* 2020-21 and 2021-22 are projected.
Note: Current law exempts from the CalWORKs grant calculation the first $225 of a recipient’s gross 
monthly earnings (the “earned-income disregard”), then 50% of the remainder. The earned-income 
disregard was implemented in 1997-98.
Source: Budget Center analysis of Department of Finance data
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FIGURE 2

Increase in CalWORKs Income 
Limit if the Earned-Income 
Disregard Had Been Adjusted 
for Inflation Each Year 
Since 1997-98

CalWORKs Income Limit to
Qualify for Cash Assistance

Annualized State Minimum 
Wage for Full-Time, 
Year-Round Work

Even If Adjusted for Inflation, the CalWORKs Income Limit 
Would Not Keep Pace With a Rising State Minimum Wage
 Annual Minimum Wage Earnings v. CalWORKs Income Limit for a Family of 3 in a High-Cost County

Note: The income limit is based in part on the earned-income disregard, which is equal to the first $225 
of gross monthly earnings. Projected income limits for 2020-21 and 2021-22 assume the Governor’s 
proposed grant increases take effect in 2019-20, with no further increases thereafter. The minimum 
wage is for employers with 26 or more employees.
Source: Budget Center analysis of Department of Social Services and Department of Finance data
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economic and social well-being of low- and middle-income Californians. General operating support for the Budget Center 
is provided by foundation grants, subscriptions, and individual contributions. Please visit the Budget Center’s website at 
calbudgetcenter.org. Support for this Issue Brief was provided by First 5 California. 
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   2   For example, if a single mother with two children earns $500 a month, the fi rst $225 she earned that month would not count towards the 
calculation of her grant, leaving $275. Then, half of that ($137.5) would be subtracted from the grant. The $225 disregard was reduced 
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(March 13, 2013), p. 7.                 

   3   Alissa Anderson and Esi Hutchful, CalWORKs Grants Continue to Fall Short as Rents Keep Rising (California Budget & Policy Center: 
March 2018).                

   4   If the earned-income disregard had been adjusted for infl ation each year since 1997-98, the annualized CalWORKs income limit would 
be $25,858 in 2019-20. The hourly wage equivalent would be $12.43 an hour.               

   5   Unless otherwise exempt, single parents must spend on average 30 hours a week each month engaged in welfare-to-work activities if 
they have a child over age 6 or 20 hours per week each month if the child is under age 6. Welfare-to-work activities include unsubsidized 
and subsidized employment, job training, and other activities to help participants with employment.  See California Department of Social 
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$7.70 an hour). In 2019-20, that same parent would 
be ineligible for assistance because the annualized 
income limit of $23,772 (or $11.43 an hour) would be 
below minimum wage earnings of $27,040 (or $13.00 
an hour). Even if the disregard had been adjusted for 
infl ation, the annualized income limit would still fall 
short.4 The gap between minimum wage earnings 
and the CalWORKs income limit is only projected 
to grow in the coming years. By 2021-22, when the 
minimum wage hits $15.00 an hour, working more 
than the required 30 hours a week at minimum wage 
could mean a single-parent family automatically loses 
support.5   

State Policymakers Should Raise the 
CalWORKs Income Limit by Increasing 
the Earned-Income Disregard and Tying 
the Disregard to Infl ation    

During and after the Great Recession, state 
leaders made cuts to the CalWORKs program that 

undermined economic security for families with very 
low incomes. In recent years, policymakers have 
begun to reinvest in the program by boosting the 
value of CalWORKs grants. California’s leaders should 
continue to invest in CalWORKs by also increasing the 
earned-income disregard to better refl ect changes 
made to the state minimum wage. An increase to 
the disregard would raise the income limit without 
penalizing parents for working more hours, especially 
for minimum-wage earners. Furthermore, to keep the 
disregard from losing value in the future, policymakers 
should ensure that the EID is increased annually to 
keep pace with infl ation. 


